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J1L JILighlights: R.J. Reynolds Industries, Inc. is a highly 
diversified, globally oriented consumer products and services com¬ 
pany with major positions in tobacco, canned and frozen foods, 
beverages, fresh fruit, specialty grocery products, spirits, wines and 
quick-service restaurants. RJR also has a strategic investment in 
energy which it has built into the nation’s second largest inde¬ 
pendent petroleum exploration and production company. 

R.J. Reynolds Industries — through its subsidiary companies: R.J. 
Reynolds Tobacco Company; R.J. Reynolds Tobacco International, 
Inc.; Del Monte Corporation; Heublein Inc.; Kentucky Fried Chicken 
Corporation; Aminoil Inc.; and R.J. Reynolds Development 
Corporation — markets its goods and services in virtually every 
country in the world. 




(Dollars in Millions Except Per Share Amounts) 

1983 

1982 

Change 

For the Years Ended December 31 
Net sales 

$13,533 

$ 11,492 

+ 17 . 8 % 

Earnings from continuing 
operations 

1,587 

1,437 

+ 10 . 4 % 

Net earnings from continuing 
operations 

835 

791 

+ 5 . 6 % 

Net earnings 

881 

870 

+ 1 . 3 % 

Net earnings from continuing 
operations per common share 

6.84 

7.08 

- 3 . 4 % 

Net earnings per common share 

7.25 

7.82 

- 7 . 3 % 

Dividends per common share 

3.05 

2.85 

+ 7 . 0 % 

Net earnings from continuing 
operations as a percentage of 
net sales 

6.2% 

6 . 9 % 


Return on average total capital 

14.2% 

15 . 3 % 


Return on average common 
stockholders’ equity 

19.0% 

21 . 7 % 


At Year-End 

Working capital 

$ 2,465 

$ 2,245 

+ 9 . 8 % 

Book value per common share 

46.11 

42.33 

+ 8 . 9 % 

Number of stockholders 

126,889 

126,045 

+ 0 . 7 % 

Number of full-time employees 
of continuing operations 

96,228 

91,307 

+ 5 . 4 % 


0 ’79 80 81 82 83 


Prior years have been restated for discontinued operations as a result of the Company s decision 
to spin off its transportation operations. (See Note 1 to the Financial Statements.) 
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Paul Sticht, chairman of 

J the board (left), and J. Tylee 
Wilson, president and chief 
executive officer, are shown 
with many of the well-known 
R.J. Reynolds tobacco, food and 
beverage products enjoyed by 
millions of consumers around 
the world. 


LETTER TO SHAREHOLDERS 

To our fellow shareholders: 

1983 can best be characterized 
as a year in which your com¬ 
pany achieved record sales and 
earnings by successfully respond¬ 
ing to serious challenges while 
simultaneously taking steps to 
assure future growth. 

The record performance was 
accomplished despite the disrup¬ 
tive effect of punitive excise 
taxes on the domestic cigarette 
industry, the impact of depressed 
prices on our energy operations 
and a generally weak global 
economy. 

Our ability to deal with con¬ 
cerns of such magnitude with¬ 
out experiencing serious impact 
on our overall performance is 


due to three principal factors. 

First, we have experienced and 
talented management teams in 
place throughout our company, 
committed to strategic planning 
and effective resource manage¬ 
ment which help soften the impact 
of external factors on important 
business segments or markets. 

Second, the diversity of our 
business portfolio helps to avoid 
unanticipated or serious fluctua¬ 
tions in overall results. 

Finally, the global nature of 
our business enterprise helps 
negate the potentially serious 
effects of regional economic 
recessions around the world. 

Two significant accomplish¬ 
ments of the past year should 
provide long-term benefits to 
your company. During 1983, we 
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essentially completed the restruc¬ 
turing of Del Monte, reposition¬ 
ing the company from a 
conservative, production-oriented 
business to a marketing-driven, 
consumer-oriented business 
capable of providing greater 
returns on assets. 

We also developed a plan to 
establish Sea-Land as a viable, 
free-standing, independent com¬ 
pany by means of a spin-off, 
vesting R JR shareholders with 
the ownership of that business. 
Your Board of Directors approved 
this plan in February of this year. 

The decision to spin off Sea- 
Land was based on the recogni¬ 
tion that RJR’s long-term stra¬ 
tegic goals could be achieved by 
greater focus on the company’s 
consumer products businesses. 


When spin-off arrangements 
are completed, a pro rata special 
distribution of Sea-Land common 
stock will be made to holders of 
RJR common stock. 

The spin-off will create indi¬ 
vidual equity shares for RJR 
and Sea-Land as separate com¬ 
panies. We believe that the spin¬ 
off will establish both Sea-Land 
and Reynolds Industries as dis¬ 
tinct investment alternatives 
that will be properly recognized 
by the investment community. 

Sea-Land emerges from Reyn¬ 
olds Industries as one of the 
strongest companies in the 
world containerized transporta¬ 
tion business. The depth of its 
management, its worldwide net¬ 
work of facilities and systems, 
and its very strong balance sheet 


R J. Reynolds has a long 
tradition of highly suc¬ 
cessful performance 
and a reputation for 
quality in the consumer package 
goods business. RJR’s primary 
strategic focus is on being a 
worldwide producer and mar¬ 
keter of quality consumer prod¬ 
ucts and services. 
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J oseph F. Aboly, Jr., vice 

chairman of the board (left), 
and Edward A. Horrigan, 
Jr., executive vice president, 
R.J. Reynolds Industries, Inc. 
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continue to equip the company 
to compete most effectively. 

With the spin-off of Sea-Land 
expected to be completed in the 
1984 second quarter, RJR’s 
financial statements report Sea- 
Land as a discontinued opera¬ 
tion. Prior years have been 
restated accordingly. 

Net sales for 1983 were $13.53 
billion, up 18 percent. Earnings 
from continuing operations were 
$1.59 billion, up 10 percent. 

Net earnings from continuing 
operations in 1983 rose 5.6 per¬ 
cent to $835 million. Net earn¬ 
ings from continuing operations 
per share were $6.84, down 3.4 
percent, due to the increased 
number of average common 
shares outstanding and higher 
preferred dividends related to 
the 1982 Heublein acquisition. 
Excluding the 1982 Kuwait non¬ 
recurring gain of $173 million, 
or 86 cents per share, from the 
comparison, 1983 net earnings 
from continuing operations per 
share would have increased 10 
percent, or 62 cents per share. 

In our U.S. tobacco business, 
the January 1983 doubling of the 
federal excise tax on cigarettes, 
from 8 cents to 16 cents per pack, 
created difficult conditions in 
the marketplace. While RJR’s 
volume declined as a result, 
stability and predictability are 
returning to the cigarette mar¬ 
ket. In 1984, we should see a 
return to more stable market 


conditions and the likelihood 
of improved results. 

Outside the United States, in 
markets where we compete, R.J. 
Reynolds Tobacco International 
outperformed the industry, in¬ 
creasing its volume by 4.3 per¬ 
cent while industry volume 
was down. 

The dramatically improved 
performance of our food and bev¬ 
erage business was a welcome 
contribution to our success in 
1983. In the past year we began 
to realize substantial benefits 
from the comprehensive restruc¬ 
turing of Del Monte begun in 
1980. In the process, Del Monte 
has emerged as a much stronger 
marketing company, producing 
all-time record earnings from 
operations (EFO) for the year. 

In our spirits and wine busi¬ 
ness, Heublein’s Smirnoff Vodka 
held its market share in the Unit¬ 
ed States, increased its share 
internationally and was up in 
share on a combined worldwide 
basis. Jos6 Cuervo Tequila 
increased its market share in 
the United States, as did virtu¬ 
ally all of the company’s other 
major spirits brands. Heublein 
spirits volumes were up 2.1 
percent compared with indus¬ 
try volumes which were down 
.06 percent. The company’s 
California wine operations 
were restructured after the di¬ 
vestment of a number of low- 
price, low-margin wine brands 


and surplus wineries. 

Our quick-service restaurant 
business, Kentucky Fried 
Chicken, outperformed its 
competition around the world in 
1983, and KFC recorded its fifth 
consecutive year of real sales 
growth in company-owned 
stores. While quick-service res¬ 
taurant sales in the United 
States increased by 11 percent 
in 1983, KFC sales increased by 
18 percent. More than 300 new 
stores — both company-owned 
and franchised — opened 
around the world in 1983. 

Aminoil, our energy subsid¬ 
iary, faced a continuing industry 
shakeout during the year, brought 
on by a return to more realistic 
supply/demand relationships 
than existed in the 1970s. 
Aminoil fared well in this 
climate, especially against its 
peer group of exploration and 
production companies. 

R.J. Reynolds Development 
Corporation strengthened its 
position in packaging and insti¬ 
tutional services through acqui¬ 
sitions and internal growth. The 
company made an entry into 
the high-growth-potential retail 
mail-order business through the 
acquisition of Bear Creek Cor¬ 
poration in early 1984. The De¬ 
velopment Corporation, through 
RJR Archer, launched a promis¬ 
ing joint venture to manufacture 
aseptic packaging by establish¬ 
ing Combibloc, Inc. 
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RJIt’s progress in 1983 dem¬ 
onstrates our commitment to 
capitalize on our primary 
strengths to achieve substan¬ 
tially increased shareholder 
value. 

In little more than a decade, 
R.J. Reynolds Industries has 
moved to the front rank of U.S. 
consumer products companies. 

We have built upon a leading 
position in the worldwide tobac¬ 
co industry to achieve major 
positions in spirits, wines, 
canned fruits and vegetables, 
beverages, fresh fruit, specialty 
food products and quick-service 
restaurants. And along the way, 
we have become the nation’s 
second largest independent pe¬ 
troleum exploration and produc¬ 
tion company. 

We now have the major seg¬ 
ments of our business firmly in 
place. We intend to grow and 
develop those businesses. While 
we continue to have the capabil¬ 
ity to make major acquisitions, 
near-term acquisitions will likely 
be smaller scale add-ons for 
existing businesses. Other acqui¬ 
sitions likely will be those which 
establish a critical mass for food 
and nonfood consumer service 
developmental concepts. 

Our primary strategic focus is 
on being a global producer and 
marketer of quality consumer 
products and services. Energy 
will be managed as a strategic 
investment in the RJR portfolio. 

We will continue to develop 
and strengthen our position in 
international markets. We are 
committed to produce superior 
products and services that pro¬ 
vide value to consumers. We will 
continue to emphasize in all our 
businesses the need to meet 
actual or perceived consumer 
wants by developing and bring¬ 
ing new products and services 
to the marketplace. 

In an expression of confidence 
in the company’s future, the 
Board of Directors in October 
increased the quarterly dividend 
on RJR common stock from 75 
cents to 80 cents per share. The 


6.7 percent boost raises the 
annual rate to $3.20 per share. 
This is the 30th consecutive year 
in which the dividend payment 
has increased, except for the 
federal control year of 1971. 

The Board’s action continues 
our policy of maintaining divi¬ 
dend payout at between 35 and 
45 percent of earnings, and it 
underscores our commitment to 
building value for our share¬ 
holders. R.J. Reynolds has 
paid a dividend every year 
since 1900. 

A number of significant man¬ 
agement changes took place dur¬ 
ing 1983. In August, Hicks B. 
Waldron, executive vice presi¬ 
dent and a director, resigned to 
join Avon Inc. as president and 
chief executive officer. 

Upon the divestment of Sea- 
Land, Joseph E Abely, Jr., vice 
chairman of the board, has agreed 
to become that company’s 
chairman and chief executive 
officer. Charles I. Hiltzheimer, 
Sea-Land’s former chairman 
and chief executive officer, 
elected to take early retirement 
last October. 

Other retirements during 
the year included Richard G. 
Landis, president-Pacific, and 
Richard H. Ward, chairman of 
Del Monte Corporation. 

In May, the Board of Directors 
elected Gwain H. Gillespie as 
senior vice president and chief 
financial officer. He had served 
as senior vice president - finance 
and administration for Heublein 
when it was acquired by RJR. 

In August, John T. Estes joined 
the company as vice president of 
public affairs in our Washing¬ 
ton, D.C., office. 

RJR moved toward greater 
emphasis on research and de¬ 
velopment with the January 
1984 election of Dr. Roy E. 

Morse as vice president - 
research and development. 

In September, the Board 
elected J. Tylee Wilson as chief 
executive officer. At the Board’s 
request, J. Paul Sticht continued 
as chairman of the company 


and chairman of the Interna¬ 
tional Advisory Board. In 
December, John G. Medlin, Jr., 
president and chief executive 
officer of The Wachovia Corpo¬ 
ration, was elected to the com¬ 
pany’s Board of Directors. 

Looking ahead, we fully antic¬ 
ipate that 1984 will be another 
good year for R.J. Reynolds 
Industries. 

We have strong management 
teams in place. We provide qual¬ 
ity goods and services to virtu¬ 
ally every country in the world. 
We have a talented and dedi¬ 
cated work force of more than 
96,000 employees worldwide. 

It is with these valuable and 
dependable resources that R.J. 
Reynolds Industries will con¬ 
tinue to grow, to prosper and to 
enhance the value of your in¬ 
vestment in the years ahead. 

Finally, we invite you to join 
us at RJR’s 1984 annual meet¬ 
ing, scheduled for 2 p.m., Wed¬ 
nesday, April 25, at the Hotel 
du Pont in Wilmington, Del. We 
look forward to the opportunity 
to visit with you there. 




J. Tylee Wilson 
President and Chief 
Executive Officer 


J. Paul Sticht 
Chairman of the Board 

Winston-Salem, N.C. 
February 16, 1984 



Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 






Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 






















R J. Reynolds Tobacco 
International directs 
RJR’s tobacco opera¬ 
tions outside the United 
States. Tobacco International 
manufactures brands in 10 for¬ 
eign countries, has licensed 
manufacturing agreements in 
18 others and exports products 
from the United States. 


At the end of 1982, cigarette whole¬ 
salers and retailers purchased 
abnormally large stocks of RJR 
brands because of the timing of 
the company’s two tax-related 
price increases. The inventory 
buildup that followed at whole¬ 
sale and retail levels depressed 
Reynolds Tobacco’s sales in the 
early part of the year. 

As a result, Reynolds Tobacco’s 
domestic unit volume declined 
to 187.5 billion cigarettes, and 
its market share fell to 31.5 
percent. 

Despite volume decreases, Win¬ 
ston, Salem, Camel and Vantage 
ranked among the country’s 
10 best-selling cigarette brand 
families in 1983. Prince Albert 
remained the nation’s leading 
smoking tobacco, Winchester 
the top little cigar and Days 
Work the number one plug 
chewing tobacco. 

During 1983, R.J. Reynolds 
Tobacco Company made consid¬ 
erable progress in its ongoing 
effort to increase productivity 
and efficiency in its operations. 
RJR’s $1 billion-plus moderniza¬ 
tion program moved ahead on 
schedule. Steel and concrete 
replaced red dirt and bulldozers 
at the Tobaccoville, N.C., site of 
a new two-million-square-foot 
manufacturing complex. When 
completed in 1986, it will be the 
most modern cigarette produc¬ 
tion plant in the world. 

A 112,000-square-foot tobacco 
processing plant in downtown 
Winston-Salem was completed 
during the year. The moderniza¬ 
tion of the company’s Whitaker 
Park and other manufacturing 
facilities continues with the 
installation of state-of-the-art, 
high-speed making and packing 
equipment, and new primary 
tobacco-processing capabilities. 

In the international cigarette 
business, R.J. Reynolds Tobacco 
International had a year of very 
strong performance even though 
it was a difficult year for the 
international cigarette industry. 
RJR Tobacco International’s 
unit volume increased by more 


than 4 percent and earnings 
from operations (EFO) were up 
more than 18 percent, although 
industry volume was off 1 to 2 
percent and earnings growth 
was weak. 

The EFO increase came in 
spite of recessionary conditions 
and price competition that cut 
into profit margins, and the 
continued negative impact of 
the strong U.S. dollar. 

The company increased or 
maintained its share in 18 of its 
top 20 markets, and its Camel 
brand increased its share in 12 
of its top 15 markets. 

Camel continued to benefit 
from the general growth of the 
American-blend segment abroad, 
as well as its own emerging 
strength within that segment. 
Camel did particularly well in 
western Europe, where it has 
become the fastest-growing inter¬ 
national brand. Camel was also 
successfully introduced into six 
new markets in Europe and 
elsewhere in the world during 
the year. 

Two other popular Tobacco 
International brands, Winston 
and Salem, also showed excel¬ 
lent performance internationally 
in 1983. 

Winston again dominated the 
imported segment in Spain, in¬ 
creasing its overall share of that 
68-billion-unit market to nearly 
7 percent. Though already dom¬ 
inant in Puerto Rico, Winston 
continued to grow in share of 
market. It also grew in the highly 
competitive Hong Kong market. 

Salem, the world’s most popu¬ 
lar menthol brand, increased 
its sales internationally. The 
brand’s growth in the Far East 
was particularly strong, with 
major gains in Singapore, 
Malaysia, Japan and several 
other markets. 

National brands, popular in 
individual countries, also added 
to the company’s volume. In 
Brazil, where national brands 
dominate, Tobacco Internation¬ 
al’s share of market and earn¬ 
ings improved strongly in spite 
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W hether it’s a picnic 
in the country 
with friends or an 
intimate evening 
just for two, the fine California 
and international wines from 
Heublein are the essence of gra¬ 
cious living. Inglenook is one of 
the nation’s leading premium 
brands, and the super-premium 
wines of Beaulieu are ranked 
among the world’s finest. 



industry and particularly to Del 
Monte. Although the first nine 
months yielded record profits, 
expanding supplies softened 
prices in the fourth quarter. 

In frozen foods, two new Chun 
King frozen entries were suc¬ 
cessfully launched. The number- 
one-selling Patio line of Mexican 
frozen foods was expanded with 
the introduction of two flavors 
of crispy burritos. 

The first line of Del Monte brand 
frozen dinners and entrees was 
scheduled to enter limited test 
markets early in 1984. This line 
of more than 25 products will 
be introduced into additional 
markets later in 1984. 

Heublein, RJR’s distilled spir¬ 
its and wine subsidiary, gener¬ 
ally outperformed the industry 
segments in which it competes. 

The most popular of Heublein’s 
spirits brands — Smirnoff Vodka, 
Jose Cuervo Tequila, Black 
Velvet Canadian Whisky and 
The Club Cocktails — continued 
in the forefront of the spirits 
industry’s better-performing cate¬ 
gories. The company’s flagship 


brand, Smirnoff, held its market 
share in the United States and 
increased its market share world¬ 
wide, maintaining its role as the 
world’s premier vodka brand. 

Jos6 Cuervo, the nation’s most 
popular tequila, grew twice as 
fast as its category, which itself 
outpaced all other major spirits 
types. Nearly all of the company’s 
major spirits brands registered 
gains in market share, further 
enhancing their strong positions 
in their respective categories. 

Heublein’s international 
beverage operations had an out¬ 
standing year despite a gener¬ 
ally sluggish industry worldwide. 
The company’s performance was 
aided in large part by a strong 
showing from its Brazilian sub¬ 
sidiary, which continued to 
operate profitably in a difficult 
national economy. 

Heublein continues to innovate 
in its spirits and wine opera¬ 
tions. New technology, acceler¬ 
ated research and development, 
and creative marketing were key 
to the introduction of a record 
number of new products. 
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Among the more successful 
were several low-alcohol bever¬ 
ages that appeal to increased 
consumer interest in modera¬ 
tion, such as Smirnoff Vodka 
and Tonic, Gin and Tonic, Smir¬ 
noff Bloody Mary, Tom Collins, 
Rum and Cola, Brandy Cream 
(imported French brandy and 
fresh cream), and Gold Rush 
(fresh cream, rum and natural 
orange flavor). Their reception 
in the marketplace, together 
with the performance of estab¬ 
lished brands, enabled Heublein 
Spirits to achieve a 2.1 percent 
increase in total U.S. case 
volume in an industry that is 
still struggling to recover from 
a two-year decline brought on 
by recession. 

Productivity gains trimmed 
manufacturing costs, and sig¬ 
nificant packaging advances, 
including test marketing of 
lightweight plastic containers 
for Popov and Relska vodkas, 
won favorable reception by 
consumers. 

Heublein’s California wine 
operations were restructured 


after the successful divestment 
of a number of low-price, low- 
margin wine brands and sur¬ 
plus wineries. The restructuring 
enabled the company to acceler¬ 
ate its strategy of concentrating 
on the more profitable Inglenook 
Napa Valley wines and faster¬ 
growing premium and super¬ 
premium wine segments. Heublein 
not only increased total Ingle- 
nook volume, but also improved 
market share position in the 
premium category in 1983. 

The company’s prestigious 
Beaulieu Vineyard, producer of 
estate-bottled, super-premium 
Napa Valley wines, established 
new sales and earnings records. 
Heublein’s imported wines fared 
particularly well during the year. 
The popular Lancers brand 
scored a new high in case vol¬ 
ume, while Harveys Bristol 
Cream Sherry increased both 
sales and market share. 

The import portfolio was 
strengthened by the acquisition 
of long-term distribution rights 
to the wines of more than a dozen 
of Italy’s most distinguished 


H eublein Inc., an inter¬ 
national marketer of 
quality alcoholic bev¬ 
erage brands, is the 
nation’s second largest producer 
of distilled spirits and a major 
producer and importer of wines. 
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Y oung athletes are 
always hungry and 
Kentucky Fried 
Chicken provides a 
welcome break in the action. 
Prepared fresh from scratch 
throughout the day, KFC’s qual¬ 
ity products are an unmatched 
consumer value. And with about 
6,000 restaurants worldwide, 
KFC is the undisputed leader in 
the chicken segment of the 
quick-service restaurant 
industry. 
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he lifeblood of U.S. 
energy comes from new 
discoveries of oil and 
natural gas supplies. 
Aminoil’s onshore and offshore 
exploration program is designed 
to replace and increase the com¬ 
pany’s reserve base. 




because of reduced natural gas 
production, comparatively lower 
crude oil prices and reduced 
wholesale gasoline prices. Lower 
earnings reflected reduced 
revenues derived from lower 
natural gas volumes and domes¬ 
tic crude oil prices. 

Aminoil continued to focus its 
efforts on its primary objectives 
— to maximize returns on exist¬ 
ing petroleum producing proper¬ 
ties while striving to increase 
reserves for future production. 

Aminoil’s daily domestic pro¬ 
duction averaged 36,800 barrels 
of oil and 222 million cubic feet 



of natural gas. The company’s 
domestic proved reserves at 
year-end were 182 million bar¬ 



rels of oil equivalent compared 
with 195 million barrels at the 
end of 1982. 

An industrywide lull in explo¬ 
ration activities offered Aminoil 
the benefits of reduced drilling 
and operating costs, as well as 
the increased availability of 
high-quality exploration pros¬ 
pects. Although Aminoil drilled 
fewer wells in 1983 than in 
previous years, the company 


nonetheless made discoveries in 
the Gulf of Mexico, Texas and 
Wyoming. 

A major share of Aminoil’s 
capital spending program for 
exploration was targeted at 
increasing the quality of the 
company’s acreage inventory, 
which provides Aminoil 
expanded exploration and pro¬ 
duction opportunities in 1984 
and beyond. 

Aminoil was highly successful 
in two Gulf of Mexico federal 
lease sales, acquiring an average 
of 44 percent interest in 45 new 
blocks. The company increased 
its Gulf of Mexico holdings by 
more than 70 percent in 1983. 

At the end of the year, Aminoil 
held interests in 158 Gulf of 
Mexico tracts. 

Off the coast of California, 
Aminoil holds a substantial 
acreage position in the Santa 
Barbara Channel, where addi¬ 
tional production is being estab¬ 
lished. The company also holds 
interest in California’s Santa 
Maria Basin. 

Aminoil’s onshore acreage 
holdings also improved with the 
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acquisition of properties in the 
Powder River and Big Horn 
basins of Wyoming. Through its 
active pursuit of exploration 
prospects, Aminoil acquired 
189,000 net acres in 1983. The 
company’s total U.S. holdings 
at year-end were 1.26 million 
net acres. 

Aminoil also expanded its 
presence internationally by 
acquiring interest in an Indone¬ 
sian oil production venture in 
which wells had been success¬ 
fully drilled. In addition, Amin¬ 
oil participated in a substantial 
discovery with its venture 
partners in the Dutch North 
Sea. During 1983, Aminoil’s 
international acreage holdings 
increased by 120,700 net acres 
to 1.32 million net acres. 

Other operations had a posi¬ 
tive impact on Aminoil’s finan¬ 
cial performance. In 1983, 
production volumes from 11 gas 
plants increased to 561,000 gal¬ 
lons per day compared with 
512,000 gallons per day in the 
prior year. 

Overall results were boosted by 
Aminoil’s aggressive wholesale 


marketing of 33,900 barrels per 
day of net-interest crude oil and 
condensate, and the sale or trad¬ 
ing of 23,300 barrels per day of 
other production. 

Aminoil reached another 
milestone in its northern Cali¬ 
fornia geothermal steam pro¬ 
duction operations when it 
began supplying steam to a 65- 
megawatt electricity-generating 
plant operated by the Sacra¬ 
mento Municipal Utility District. 
The company also supplies 
geothermal steam to a 135- 
megawatt plant, the largest of 
its type in the world. 

R.J. Reynolds Development 
Corporation achieved signifi¬ 
cant progress as the entrepre¬ 
neurial arm of R.J. Reynolds 
Industries. Its principal operat¬ 
ing units, RJR Archer and Serv¬ 
ice Systems, continued their 
growth in 1983 through acquisi¬ 
tions and business development. 
Development Corporation also 
made several key acquisitions 
and continued testing a number 
of promising business concepts. 

Development Corporation 
sales were up in 1983, although 


R J. Reynolds Develop¬ 
ment Corporation is 
responsible for creating 
new growth for RJR by 
establishing a presence in new 
or related businesses, and 
by generating new, profitable 


Other Businesses 


’83 

’82 

Change 

Sales 

EFO 

$580 
$ 27 

$508 

$36 

+ 14% 
-25% 

(Dollars 

in Millions) 




growth from assigned business 
units. These include RJR Archer, 
Inc., Service Systems Corp., 

RJR Technical Co. and Bear 
Creek Corp. 
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earnings were somewhat lower. 
Higher raw-materials costs and 
lower demand for cigarette 
packaging for Archer, and De¬ 
velopment Corporation’s outlays 
in new businesses were factors 
in the temporary earnings 
decline. These new businesses 
are expected to make positive 
contributions to the company’s 
sales and earnings in 1984. 

Most significant for Archer 
was the formation in July of a 
joint-venture business, Combi- 
bloc, Inc., to market state-of-the- 
art aseptic packaging systems. 
Combibloc supplies filling 
equipment and the box-shaped 
Combibloc packaging cartons 
to food and beverage producers. 
The U.S.-based company will 
begin producing Combibloc car¬ 
tons at its new plant in Colum¬ 
bus, Ohio, in the spring of 1984. 

Although common in Europe, 
aseptic packaging was introduced 
only recently to U.S. consumers. 
Products packaged aseptically 
— often beverages such as milk 
and fruit juices — maintain 
freshness without refrigeration 
for as long as six months. 

Initial consumer response to 
aseptic packaging in the United 
States has been quite favorable. 
This acceptance has led some 
industry analysts to predict that 
the United States could become 
the world’s largest aseptic 
packaging market by 1990. 

Two 1983 acquisitions added 
to Archer’s packaging product 
capabilities. Polytube, a producer 
of flexible tubes used for tooth¬ 
paste and other products, was 
acquired in April. In October, 
Archer acquired Cedel, S.A., a 
French producer of shrinkable, 
clear plastic film. 

Service Systems enhanced its 
West Coast presence with the 
January 1983 acquisition of 
Mannings, Inc., adding about 
300 foodservice accounts to its 
business. Service Systems now 
serves more than 1,500 restau¬ 
rant, cafeteria and vending 
machine locations in about 
30 states. 


Development Corporation 
entered the direct marketing 
field with the acquisition of 
Bear Creek Corporation, a lead¬ 
ing mail-order firm best known 
for its Harry and David Fruit-of- 
the-Month Club and Jackson & 
Perkins award-winning roses. 

Bear Creek is one of the 
world’s foremost purveyors of 
fine fruit and food gifts and the 
world’s largest grower of roses. 
Bear Creek’s highly sophisti¬ 
cated mail-order operation gives 
RJR a new high-potential 
channel of consumer product 
distribution in the growing direct- 
mail marketplace. 

Development Corporation con¬ 
tinued its test of shopping mall- 
oriented quick-service food 
businesses by adding eight new 
Skolniks Bagel Bakery Restau¬ 
rants in 1983. Skolniks’ 1983 
success with its 10-store chain 
has led to plans to further test 
the concept by opening addi¬ 
tional stores in selected shop¬ 
ping malls duidng 1984. 

Development Corporation also 
is evaluating several other 
opportunities to expand its port¬ 
folio of specialty foodservice 
businesses in 1984. 
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T he acquisition of Bear 
Creek is a natural 
extension of RJR’s de¬ 
velopment as a world¬ 
wide consumer products and 
services company. Bear Creek 
offers consumers a wide array 
of fine fruits, gourmet foods and 
garden plants. The high-quality 
products reach consumers 
through a sophisticated mail¬ 
order system acknowledged to 
be “state-of-the-art” and a 
leader in the industry. 
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-Bloods and 

Beverages 

Kentucky Fried 
Chicken 

Del Monte Canned 
Vegetables 

Del Monte Tomato 
Products 

Del Monte No Salt 
Added Vegetables 

Del Monte Canned 
Fruits 

Del Monte Lite 
Fruits 

Del Monte Dried 
Fruits 

Del Monte Fresh 
Fruits 


Del Monte Juices, 
Juice Drinks and 
Nectars 

Del Monte Pickles 
and Pickle Products 

Del Monte Single 
Serving Fruit and 
Pudding Cups 

A.l. Steak Sauce 

Chun King Oriental 
Canned and Fro¬ 
zen Foods 

Escoffier Sauces 

Grey Poupon Dijon 
Mustards 

Hawaiian Punch 

Morton Frozen 
Foods 

Ortega Mexican 
Foods 

Patio Mexican 
Frozen Foods 


Regina Cooking 
Wines and Wine 
Vinegars 

Snap-E-Tom Tomato 
and Chile Cocktail 

Milk Mate Chocolate 
Syrup 

My*T*Fine Puddings 
and Pie Fillings 

Vermont Maid Syrup 

Award Frozen Food¬ 
service Entrees 

Brer Rabbit 
Molasses and 
Syrups 

College Inn Broths 
and Heat & Serve 
Entrees 

Davis Baking 
Powder 

Wright’s Liquid 
Smoke 
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«*h»s^pirits & Wine 
Distilled Spirits 
American Creme 
Arrow Cordials 
Black & White Scotch 
Black Velvet 
Canadian Whisky 
Boggs Cranberry 
Liqueur 
Don Q Rum 
Dreher’s Brandy 
Drury’s Whisky 
Hartley Brandy 
Heublein Cocktails 
Irish Mist Liqueur 
Jose Cuervo Tequilas 
Latour Cognac 
Matador Tequila 
McMaster’s Scotch 
and Canadian 
Milshire Gin 
Old Eight Whisky 
Montagnard and 
Patrician Liqueurs 
Popov Vodka 


Relska Vodka 
Smirnoff Vodka 
Smirnoff De Czar 
Steel Schnapps 
The Club Cocktails 
Viejo Vergel Brandy 
Yukon Jack Liqueur 
California Wines 
Beaulieu Vineyard 
Wines 

HMS Frost Wines 
Inglenook Navalle 
Wines 

Inglenook Vineyard 
Napa Valley Wines 
Jacare Wines 
T.J. Swann Wines 
Imported Wines 
Bouchard Pere & 
Fils Burgundies 
Casal Thaulero 
Montepulciano 
Ceretto Barolo and 
Barbaresco 
Chateau Olivier 
Bordeaux 


Conde de Caralt 
Sparkling Wine 
Egri Bikaver 
Hungarian Wine 
Fazi-Battaglia 
Verdicchio 
Fontana di Papa 
Italian Wines 
Harveys Bristol 
Cream, other 
Sherries and Ports 
Kiku Sake 
Ladoucette Loire 
Wines 

Lancers Wines 
Mastroberardino 
Taurasi Wine 
Oliver de France 
French Wines 
Tiberio Frascati and 
Orvieto Wines 
Tokaji Aszu 
Dessert Wine 
Torresella Pinot 
Grigio and other 
Italian Wines 
Valbon French Table 
Wines 


Irish MisJ 
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R.J. Reynolds Industries, Inc. 

SELECTED FIVE-YEAR FINANCIAL DATA 

For the Years Ended December 31 



<•> . ^ % 






(Dollars in Millions Except Per Share Amounts) 

1983 

1982 

1981 

1980 

1979 

Results of Operations 






Net sales 

$13,533 

$11,492 

$10,069 

$8,940 

$7,715 

Earnings from continuing operations 

1,587 

1,437 

1,401 

1,204 

1,028 

Interest and debt expense 

170 

172 

135 

128 

110 

Nonrecurring gains 

— 

173 

— 

— 

22 

Earnings from continuing operations 






before provision for income taxes 

1,473 

1,474 

1,375 

1,155 

980 

Provision for income taxes 

638 

683 

624 

527 

450 

Net earnings from continuing operations 

835 

791 

751 

628 

530 

Net earnings 

881 

870 

768 

670 

551 

Net earnings from continuing operations 






per common share 

6.84 

7.08 

6.87 

5.72 

4.85 

Net earnings per common share 

$ 7.25 

$ 7.82 

$ 7.03 

$ 6.12 

$ 5.05 

Other Data 






Dividends on common and preferred stocks 

$ 407 

$ 340 

$ 290 

$ 254 

$ 225 

Dividends per common share 

3.05 

2.85 

2.50 

2.175 

1.95 

Dividend payout percentage* 

44.6% 

40.3% 

36.1% 

37.5% 

38.9% 

Common Stock price range: High 

$ 63% 

$ 57 Vi 

$ 53 

$ 47% 

$ 36 

Low 

45Vi 

40 

40% 

27 

2TA 

Net earnings from continuing operations 






as a percentage of net sales 

6.2% 

6.9% 

7.5% 

7.0% 

6.9% 

Number of stockholders at year-end 

126,889 

126,045 

110,707 

114,141 

114,280 

Number of full-time employees of 






continuing operations at year-end 

96,228 

91,307 

77,309 

73,838 

70,615 


Prior years have been restated for discontinued operations as a result of the Company’s decision to spin off its transportation operations. (See 
Note 1 to the Financial Statements.) 

*’Ibtal dividends on Common Stock as a percentage of net earnings from continuing operations applicable to Common Stock. 
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MANAGEMENT’S 
DISCUSSION 
AND ANALYSIS 


The operations of the Com¬ 
pany’s transportation business 
have been accounted for as 
discontinued operations. (See 
“Discontinued Operations” dis¬ 
cussion on page 30 and Note 1 
to the Financial Statements.) 

The following discussions relate 
to the operating results and fi¬ 
nancial condition of continuing 
operations. 

For purposes of the following 
discussion, “Heublein, Inc. ” re¬ 
fers to the business acquired in 
1982 (see Note 16 to the Finan¬ 
cial Statements), and “Heublein" 
refers to the Company’s spirits 
and wine operations. 


RESULTS OF 

CONTINUING OPERATIONS 

Consolidated 
Consolidated net sales in¬ 
creased 18 percent in 1983 to 
$13.53 billion, led principally by 
the tobacco, and foods and bev¬ 
erages businesses. The increase 
in tobacco sales was the result of 
higher excise taxes and price 


for the entire year. 

Consolidated earnings from 
continuing operations increased 
$150 million, or 10 percent, due 
to higher earnings in the foods 
and beverages business as a 
result of the inclusion of Heu¬ 
blein, Inc., and a strong perfor¬ 
mance by Del Monte. The 
consolidated increase was 
achieved although earnings in 
the tobacco and energy busi¬ 
nesses declined. The year-to-year 
comparison was also affected by 
a $46 million charge to fourth 
quarter 1982 earnings (see 
“Foods and Beverages” discus¬ 
sion on page 28 of this report). 

Net earnings from continuing 
operations in 1983 increased $44 
million, or 5.6 percent, over 1982 
which included a pretax nonre¬ 
curring gain of $173 million 
related to the Kuwait settlement. 
(See Note 3 to the Financial 
Statements.) The increase in 
1983 was primarily attributable 
to the improved earnings from 
continuing operations, a lower 
effective tax rate and a gain of 
$19 million on a debt-for-equity 
swap. (See Note 10 to the Finan¬ 
cial Statements.) Offsetting 
these factors in the comparison 
was the effect of the prior year’s 
nonrecurring gain. Net earnings 
from continuing operations for 
1983 would have increased 19 


operations per share were $6.84 
in 1983, a decrease of 24 cents, or 
3.4 percent, compared with 1982 
which included 86 cents per 
share resulting from the nonre¬ 
curring gain. The year-to-year 
comparison was also affected by 
an increased number of average 
common shares outstanding and 
higher preferred dividends, prin¬ 
cipally related to the Heublein, 
Inc. acquisition. The dilutive 
effect of the acquisition lowered 
the 1983 per share amount by 42 
cents. If the nonrecurring gain 
were excluded from 1982, net 
earnings from continuing opera¬ 
tions per share would have 
increased 62 cents, or 10 per¬ 
cent, in 1983. 

Consolidated net sales in¬ 
creased 14 percent in 1982 to 
$11.49 billion, led principally by 
the tobacco, and foods and bev¬ 
erages businesses. The increase 
in tobacco sales was attributable 
to a strong performance in the 
U.S. market while the food and 
beverage sales increase was due 
to the inclusion of Heublein, Inc. 
from August 20, 1982 through 
December 31, 1982. 

Consolidated earnings from 
continuing operations increased 
$36 million, or 2.6 percent, due 
principally to tobacco’s improved 
performance and the inclusion of 
Heublein, Inc. The increase was 


increases, while the increase in 
food and beverage sales was due 
to the inclusion of Heublein, Inc. 

percent over 1982, excluding the 
nonrecurring gain. 

Net earnings from continuing 

achieved in spite of the 1982 
fourth quarter provisions total¬ 
ing $46 million for plant closings 


' ' * >> ft ^ v >„ . *- %~ ( ■ * 4 ■ 


Consolidated Net Sales 

Consolidated 

Earnings from 

Continuing Operations 

Consolidated 

Net Earnings from 

Continuing Operations 

(Dollars in Billions) 

(Dollars in Millions) 

(Dollars in Millions) 


$2,000 

$1,000 

-sss—tilS — 
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and other expenses in the food 
and beverage operations, and a 
decline in earnings of the energy 
business. 

Net earnings from continuing 
operations in 1982 increased 5.3 
percent to $791 million resulting 
mainly from the inclusion of the 
nonrecurring gain and the im¬ 
proved earnings from continuing 
operations. The nonrecurring 
gain resulted from an arbitration 
award paid by the government of 
Kuwait as compensation for oil 
producing and related properties 
nationalized in 1977. 

Net earnings from continuing 
operations per share rose 21 
cents to $7.08, an increase of 3.1 
percent over 1981. Included in the 
higher 1982 amount was 86 cents 
per share related to the nonre¬ 
curring gain. Partially offsetting 
this factor was a 23 cents per 
share unfavorable effect from the 
fourth quarter provisions men¬ 
tioned above and the dilutive 
effect of 3 cents per share related 
to the Heublein, Inc. acquisition. 

Over the past five years, net 
sales, earnings from continuing 
operations and net earnings 
from continuing operations 
increased at annual compound 
rates of 19 percent, 15 percent 
and 17 percent, respectively. 

Information on the effects 


of the Company’s various lines 
of business to net sales and 
earnings from continuing opera¬ 
tions during the last five years 
were as follows: 



1983 

1982 

1981 1980 1979 

Tobacco 

Foods and 


57'::, 

(>0':;, (i2";, 04% 

beverages 

33 

27 

23 23 24 

Energy 

{> 

12 

13 11 8 

Other businesso; 

< 4 

4 

4 4 


100% 

100% 

100% 100% 100% 

Earnings from Continuing Operations 


1983 

1982 

1981 1980 1979 

Tobacco 

Foods and 

07'!:, 

77"„ 

74'% 77'% 80’% 

beverages 

20 

7 

7 7 12 

Energy 

11 

14 

17 In 0 

Other businesses 2 

2 

2 1 2 


100% 

100% 

100":, 100% 100% 


Tobacco 

The tobacco line of business, 
which includes the operations of 
R.J. Reynolds Tobacco Company 
and R.J. Reynolds Tobacco 
International, Inc., manufactures 
and sells a variety of tobacco 
products, principally cigarettes. 
Products are manufactured in 
the United States and in 28 for¬ 
eign countries and territories by 
subsidiaries or licensees, and are 
sold in more than 160 markets 
around the world. 


and price increases, along with 
an international unit volume 
increase of 4.3 percent. These 
factors were partially offset by 
lower domestic unit volume 
which declined to 187.5 billion 
units in 1983, compared with 
208.9 billion units in the prior 
year. The volume decline 
resulted, in large part, from the 
doubling of the U.S. excise tax 
on cigarettes from 8 cents to 16 
cents per pack on January 1, 

1983. Cigarette tax increases in 
14 states during the year and 
manufacturers’ price increases 
also contributed to the decline. 
These negative factors were 
principally responsible for the 
domestic industry volume 
decline, estimated to be 4.3 per¬ 
cent during 1983. 

The company’s domestic mar¬ 
ket share was 31.5 percent in 
1983. The domestic market share 
decline was related to distortions 
in shipments to wholesalers as 
the retail trade disproportion¬ 
ately increased inventories of the 
company’s brands in late 1982 in 
anticipation of the U.S. federal 
excise tax increase. This adverse¬ 
ly affected the company’s 1983 
market share as trade inven¬ 
tories were adjusted to normal 
levels early in 1983. Additionally, 
the company’s 1983 share was 


of changing prices is presented 
on pages 51 through 53 of 
this report. 

The percentage contributions 

Tobacco sales were $7.39 bil¬ 
lion in 1983, up 11 percent com¬ 
pared with 1982. The increase 
was due to higher excise taxes 

impacted by consumers switching 
to lower-priced, non-branded ciga¬ 
rettes as economic conditions 
remained poor throughout 





Tobacco 

Tobacco 


Sales 

Earnings from 

Operations 


(Dollars in Millions) 

(Dollars in Millions) 
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much of the year. 

International unit volume 
increased by 4.3 percent in 1983. 
This improvement was due to 
gains made by the Camel brand 
worldwide and by other success¬ 
ful local brands in several major 
markets. The company’s inter¬ 
national share of market was 
increased or maintained in 18 
of its top 20 markets. 

Earnings from operations 
were $1.13 billion in 1983 com¬ 
pared with $1.16 billion in 1982. 
The decrease was primarily due 
to the domestic volume decline, 
but was partially offset by im¬ 
proved international earnings. 
The international improvement 
resulted from the volume in¬ 
creases noted earlier, modest 
price increases and stringent 
cost controls. The improvement 
was made despite the continued 
strengthening of the U.S. dollar 
which has unfavorably impacted 
international earnings for three 
consecutive years. The effect of 
the one-time charge for the com¬ 
pany’s voluntary separation 
program, reported in the first 
quarter of 1983, was recovered 
to a large extent by year-end 
through reduced labor costs. 

Tobacco sales for 1982 were 
$6.66 billion, up $543 million com¬ 
pared with 1981. The sales gain 
was due to increased prices 
along with an increase in 
domestic unit volume. In antici¬ 
pation of the 1983 doubling of 


the U.S. federal excise tax, 
manufacturers’ prices rose in the 
second half of 1982. This resulted 
in increased prices at the con¬ 
sumer level which contributed to 
a slight decline in industry 
volume for the year. The com¬ 
pany’s domestic volume, how¬ 
ever, increased almost 1 percent 
to 208.9 billion units, a market 
share of 33.5 percent. The 
domestic volume increase 
reflected strong performances by 
the company’s existing cigarette 
brands as well as new product 
introductions. Most notable was 
the significant growth of the 
Camel brand family and the 
national introduction of Bright 
cigarettes late in the year. 

International sales were mar¬ 
ginally higher in 1982 due to 
higher selling prices. Unit 
volume declined primarily due to 
turbulent conditions in the Mid¬ 
dle East and a softness in sev¬ 
eral overseas markets in which 
excise taxes were markedly 
increased. Nevertheless, the com¬ 
pany increased or maintained 
its share of market in 17 of 
its top 20 markets. 

Earnings from operations in¬ 
creased $69 million to $1.16 bil¬ 
lion in 1982, up 6.3 percent over 
the prior year. For domestic 
operations, sales price increases 
and unit volume increases were 
more than sufficient to offset 
significantly higher marketing 
and manufacturing costs. 


International earnings were 
adversely affected by weak 
market conditions, higher oper¬ 
ating costs and unfavorable 
exchange rate movements. 

Foods and Beverages 

The foods and beverages line 
of business includes the oper¬ 
ating results of Del Monte, Heu- 
blein and Kentucky Fried 
Chicken. Del Monte’s products 
are marketed in over 60 nations 
and include canned fruits and 
vegetables, prepared and frozen 
foods, beverage products and 
fresh fruit. Heublein produces 
spirits and wines, and distrib¬ 
utes them in more than 100 coun¬ 
tries. Kentucky Fried Chicken 
is a worldwide, retail quick- 
service restaurant operation. 

Food and beverage sales were 
$4.49 billion in 1983, an increase 
of 42 percent over 1982. The 
increase was due to the inclusion 
of the incremental sales, $1.34 
billion, of Heublein, Inc. 

Earnings from operations in 
1983 were $334 million compared 
with $102 million last year. The 
increase was due mainly to 
the inclusion of the incremental 
earnings of Heublein, Inc., $142 
million, and a strong perfor¬ 
mance by Del Monte. The im¬ 
provement by Del Monte reflects 
higher fresh fruit prices result¬ 
ing primarily from a worldwide 
shortage of bananas, as well as 
improved margins on seasonal 


Foods and Beverages 

Foods and Beverages 

Sales 

Earnings from 


Operations 

(Dollars in Millions) 

(Dollars in Millions) 


900 
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fruits and vegetables. The year- 
to-year comparison is also 
affected by a $46 million fourth 
quarter charge to earnings in 
1982, which is discussed below. 

Food and beverage sales were 
$3.16 billion in 1982, an increase 
of 35 percent over 1981. The in¬ 
crease was due to the inclusion 
of Heublein, Inc. sales of $855 
million since August 20, 1982. 

Earnings from operations in 
1982, including $86 million for 
Heublein, Inc., were $102 million 
compared with $106 million in 
1981. The decrease was princi¬ 
pally due to certain fourth quar¬ 
ter provisions, lower earnings in 
fresh fruit operations, as well as 
lower LIFO inventory liquidation 
profits ($20 million less than in 
1981). The fourth quarter provi¬ 
sions totaled $46 million and 
resulted from plant closings and 
the establishment of an early 
retirement incentive program at 
Del Monte. The plant closings 
were part of Del Monte’s asset 
rationalization program begun 
in 1980 to strengthen operations 
by closing underutilized, high- 
operating-cost plants, and con¬ 
solidating and streamlining 
production facilities. 

Energy 

Aminoil Inc. is primarily 
engaged in the domestic explora¬ 
tion for, and development, pro¬ 
duction and sale of crude oil and 
natural gas. At year-end 1983, 


principal domestic producing 
properties were located onshore 
and offshore California, Lou¬ 
isiana and Texas. The company 
is also active in the major pro¬ 
ducing basins in the Rocky 
Mountains and mid-continent, 
and produces geothermal steam 
for electric power generation 
in California. Aminoil has 
foreign operating interests in 
Argentina, the Dutch North Sea 
and Indonesia. 

Energy sales in 1983 were 
$1.22 billion, down $111 million, 
or 8.3 percent, from the prior 
year. The sales decline was prin¬ 
cipally due to reduced demand 
for natural gas and a decline in 
crude oil prices and volumes. 
These factors more than offset 
the favorable effects of higher 
prices for natural gas and 
natural gas liquids. 

Earnings from operations 
were $190 million, or 12 percent 
lower than 1982 earnings. The 
decrease was due to the unfavor¬ 
able effects of the natural gas 
volume decline and lower crude 
oil prices and volumes as well as 
increased exploration expenses. 
These factors were partially 
offset by favorable adjustments 
to Windfall Profit Tax, higher 
gas prices and a $17 million gain 
on the sale of the company’s 
interest in certain undeveloped 
geothermal properties. 

Energy sales were $1.33 billion 
in 1982, down 2.8 percent com¬ 


pared with 1981. Sales declined 
due to lower prices for domestic 
crude oil and decreased volumes 
in the natural gas liquids opera¬ 
tions as a result of the 1981 sale 
of the company’s retail natural 
gas liquids business. 

Earnings from operations 
declined 13 percent to $215 mil¬ 
lion in 1982. The decrease 
was principally the result of 
higher charges for depreciation, 
depletion and amortization, 
higher exploration expenses and 
lower crude oil prices. These 
factors were partially offset by 
favorable adjustments to op¬ 
erating expenses totaling $39 
million ($20 million greater 
than in 1981). 

Interest and Debt Expense 

Interest and debt expense was 
$170 million in 1983, compared 
with $172 million in 1982. The 
slight decrease was due to a sig¬ 
nificant decline in short-term 
borrowings along with higher 
capitalized interest amounts 
which were mostly offset by the 
unfavorable effects of the incre¬ 
mental interest on various 1982 
borrowings for a full year in 
1983 (see Note 10 to the Finan¬ 
cial Statements). 

Interest and debt expense was 
$172 million in 1982, $37 million 
higher than in 1981. The increase 
was principally due to various 
borrowings incurred to finance 
the Heublein, Inc. acquisition 
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and the issuance of Zero Coupon common stockholders. The spin- 
Guaranteed Notes in February at off is expected to be completed in 
an effective interest rate of 14.64 the first half of 1984. (See Note 1 
percent. The 1982 increase was to the Financial Statements.) 

partially offset by the favorable The Company’s Consolidated 

effects of a decline in short-term Financial Statements have been 
interest rates during the year. restated to present the transpor- 

Total interest cost incurred in tation line of business as a dis- 

1983 was $212 million compared continued operation, 
with $205 million in 1982 and Net earnings from discon- 

$166 million in 1981. Of these tinued operations were $46 mil- 

amounts, $42 million, $33 mil- lion, $79 million and $17 million 

lion and $31 million, respectively, in 1983, 1982 and 1981, respec- 
was capitalized. tively. The decrease in 1983, as 

compared with 1982, was due to 
Provision for Income Taxes lower cargo rates as a result of 

The provision for income taxes excess industry capacity. Par¬ 
as a percentage of earnings from tially offsetting the decline were 
continuing operations before lower net financing costs result- 

taxes was 43.3 percent in 1983 ing from lower capital spending 

compared with 46.3 percent in requirements and lower interest 

1982 and 45.4 percent in 1981. The rates. The increase of $62 million 
lower 1983 effective tax rate was in 1982, as compared with 1981, 

principally due to lower foreign was due to lower net financing 

effective tax rates. (See Note 4 to costs and higher operating earn- 
the Financial Statements.) ings. The lower net financing 

costs for 1982 resulted from 
interest income generated by the 
DISCONTINUED Capital Construction Fund 

OPERATIONS established during the year, as 

well as lower levels of borrow- 
In February 1984, the Compa- ings due to the completion of a 

ny approved the spin-off of its major vessel modernization 

ocean transportation operations, program begun in 1978. The 
Sea-Land Industries Invest- increase in operating earnings 

ments, Inc. (Sea-Land), through was due to improved fleet operat- 

a distribution of Sea-Land’s capi- ing efficiencies and the favorable 
tal stock to the Company’s effects of an improved cargo mix. 

FINANCIAL CONDITION 

Funds Provided by 

Continuing Operations 

Funds provided by continuing 
operations were $1.44 billion in 
1983 compared with $1.33 billion 
in 1982 and $1.12 billion in 1981. 
The increases in funds provided 
by continuing operations were 
due to higher levels of earnings. 
Internally generated funds from 
operations are the principal 
source of funds available to the 
Company. 

Over the past five years, funds 
provided by continuing opera¬ 
tions totaled $5.72 billion. The 
tobacco business has provided 57 
percent of this total, with a sig¬ 
nificant contribution from the 
energy business (31 percent). 
Funds provided by continuing 
operations have exceeded the 
sum of capital expenditures and 
cash dividends paid during the 
last five years, leaving $933 
million of internally generated 
funds available for other Com¬ 
pany purposes. This perfor¬ 
mance was achieved in spite of 
heavy capital investment in 
recent years in the Company’s 
capital-intensive energy 
business. 

The Company expects that 
internally generated funds will 
be sufficient to meet projected 
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R. J. Reynolds Industries, Inc. 

SELECTED FIVE-YEAR FINANCIAL CONDITION DATA 



1 * - -v -r J 

(Dollars in Millions Except Per Share Amounts) 

1983 

1982 

1981 

1980 

1979 

Funds provided by continuing 
operations 

$1,436 

$1,327 

$1,121 

$ 991 

$ 841 

Total current assets 

Total current liabilities 

$4,266 

1,801 

$4,378 

2,133 

$3,745 

1,792 

$3,387 

1,669 

$2,973 

1,323 

Working capital 

Current ratio 

$2,465 

2.4 

$2,245 

2.1 

$1,953 

2.1 

$1,718 

2.0 

$1,650 

2.2 

Total assets related to continuing operations 
Return on average total assets < l) 

$8,922 

10.3% 

$8,894 

11.2% 

$6,740 

12.8% 

$6,070 

12.3% 

$5,184 

13.5% 

Total debt (2) 

Preferred stocks 

Common stockholders’ equity 

Less net assets of discontinued operations 

$1,595 

631 

5,223 

952 

$1,992 

630 

4,766 

909 

$1,571 

345 

3,927 

833 

$1,593 

346 

3,445 

818 

$1,387 

356 

2,998 

776 

Total capital related to continuing operations 
Return on average total capital Ci) 

Total debt as a percentage 
of total capital ( i) 

Return on average common 
stockholders’ equity (5) 

$6,497 

14.2% 

24.5% 

19.0% 

$6,479 

15.3% 

30.7% 

21.7% 

$5,010 

17.1% 

31.4% 

25.2% 

$4,566 

16.2% 

34.9% 

24.7% 

$3,965 

17.6% 

35.0% 

24.4% 

Capital expenditures 

$ 925 

$ 727 

$ 690 

$ 516 

$ 409 

Book value per common share 

$46.11 

$42.33 

$37.63 

$33.09 

$29.60 

Prior years have been restated for discontinued operations as a result of the Company’s decision to spin off its transportation operations. (See 

Note 1 to the Pinancial Statements.) 

(1) Net earnings from continuing operations plus after-tax interest and debt expense divided by average total assets related to continuing 
operations. 

(2) Total debt consists of notes payable and long-term debt (including current maturities). 

(1!) Net earnings from continuing operations plus after-tax interest and debt expense divided by average total capital related to continuing 
operations. 

(4) Total debt divided by total capital related to continuing operations. At December 31,1983,1982,1981,1980 and 1979, the sum of total debt and 
redeemable preferred stocks as a percentage of total capital related to continuing operations was 34.3 percent, 40.5 percent, 38.2 percent, 42.4 
percent and 43.6 percent, respectively. 

(5) Net earnings from continuing operations applicable to Common Stock divided by average common stockholders' equity related to continuing 
operations. 


capital expenditures and cash div¬ 
idends over the next three years. 
This goal is expected to be 
achieved even though capital ex¬ 
penditures are projected to total 
approximately $4.0 billion over 
the next three years (see “Capi¬ 
tal Expenditures” discussion on 
page 33) compared with $2.3 bil¬ 
lion for the past three years. 

Working Capital and Liquidity 

At December 31,1983, the Com¬ 
pany’s working capital was $2.47 


31 


billion compared with $2.25 bil¬ 
lion in 1982. The increase was 
due to a decline in current liabili¬ 
ties, principally notes payable, as 
a result of decreased inventory 
levels. The Company’s major 
source of working capital was 
funds provided by continuing 
operations which was used prin¬ 
cipally for capital investment 
and cash dividends. 

The current ratio at December 
31,1983 and 1982 was 2.4 and 2.1, 
respectively. The average over 


the past five years was 2.2. The 
Company believes that its con¬ 
tinued favorable current ratio is 
an important indicator of its 
ability to meet short-term obliga¬ 
tions. A further indication of 
the Company’s strong liquidity 
position is the fact that 48 per¬ 
cent of total assets related to con¬ 
tinuing operations are current, 
a major portion of which are 
carried at values substantially 
less than current cost of LIFO 
inventories. The current cost of 
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inventories was $1.68 billion 
more than the amounts at which 
they were carried on the 1983 
Balance Sheet. (See Note 6 to the 
Financial Statements.) 

During 1983, the Company con¬ 
tinued to maintain certain credit 
facilities with various banks. The 
credit available through these 
facilities, $581 million at year-end 
1983, includes $370 million to 
support any future commercial 
paper issuances. The Company 
relies on commercial paper to 
fund seasonal working capital 
requirements and, as needed, for 
capital investment. The Com¬ 
pany’s commercial paper carries 
the highest ratings available. 

(See Note 8 to the Financial 
Statements.) 

Capital Resources 

Total debt at year-end 1983 
was $1.60 billion, a decrease of 
$397 million over the prior year. 
The lower debt level was due 
primarily to a significant decline 
in notes payable as a result of a 
decline in seasonal working capi¬ 
tal requirements, principally 
inventories, and an increase in 
funds provided by continuing 
operations. Additionally, the 
Company acquired $77 million 
of its long-term debt prior to 
scheduled maturity in exchange 
for cash and Common Stock. 

(See Note 10 to the Financial 
Statements.) 


In January 1983, the Company 
issued $100 million of two-year 
and $100 million of three-year 
term notes. The net proceeds of 
these issues were used to reduce 
short-term borrowings classified 
as long-term at year-end 1982. 

Total debt at year-end 1982 
was $1.99 billion, an increase of 
$421 million over the prior year. 
The increase was principally due 
to new issues of long-term debt, 
a portion of which was used to 
reduce notes payable. The Com¬ 
pany issued $400 million of Zero 
Coupon Guaranteed Notes in 
February. The net proceeds of 
$97 million were used to reduce 
short-term indebtedness incurred 
for working capital and capital 
expenditures. The Company had 
three other debt offerings during 
1982, totaling $400 million. The 
net proceeds of these offerings 
were used to reduce short-term 
borrowings of approximately 
$700 million incurred to finance 
the Heublein, Inc. acquisition. 
(See Note 16 to the Financial 
Statements.) An additional $300 
million of short-term notes used 
to finance the acquisition was 
classified as long-term debt at 
year-end 1982 under revolving 
credit agreements, based upon 
the Company’s intention to con¬ 
tinue that amount of debt in 
some form for more than one 
year. The Company issued the 
additional long-term debt in 


1982 without impairing its high 
credit ratings. 

During 1982, the Company 
issued 2,865,178 shares of a new 
preferred stock, the Series B 
Cumulative Preferred Stock, hav¬ 
ing a total value of $287 million, 
and 7,384,727 shares of Common 
Stock having a total value of 
$348 million, in connection with 
the Heublein, Inc. merger. Also, 
all of the shares of the $2.25 Con¬ 
vertible Preferred Stock were 
redeemed as of October 1,1982. 
(See Notes 12,13 and 16 to the 
Financial Statements.) 

At December 31,1983 and 
1982, total debt as a percentage 
of total capital related to continu¬ 
ing operations was 25 percent 
and 31 percent, respectively, and 
has averaged 31 percent over the 
last five years. At December 31, 

1983 and 1982, the sum of total 
debt and redeemable preferred 
stocks as a percentage of total 
capital related to continuing 
operations was 34 percent and 
40 percent, respectively, and has 
averaged 39 percent over the last 
five years. The decreases in both 
ratios for 1983, as compared with 
1982, were due principally to the 
decrease in total debt, as noted 
above. The Company believes 
that these debt-to-equity ratios 
reflect a strong financial posi¬ 
tion, and that it has the ability 
to raise additional funds in 

the long-term debt market 



Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 










foreign exchange movements on 
capital equipment commitments 
and other transactions where a 
potential for loss exists. 

As a general policy, the Com¬ 
pany does not enter into forward 
exchange contracts to hedge its 
net investments in foreign sub¬ 
sidiaries, although it may desig¬ 
nate certain foreign currency 
positions as hedges. Management 
does not believe the Company 
should make cash outlays to 
hedge changes in its net invest¬ 
ments caused by short-term 
swings in exchange rates. Such 
changes do not affect net earn¬ 
ings and may not be indicative 
of the long-term value of the Com¬ 
pany’s foreign subsidiaries. 

As of year-end 1983, the Com¬ 
pany’s foreign operations were 
in an exposed net asset position 
(assets were in excess of liabili¬ 
ties). The amount resulting from 
translating foreign currency 
balance sheets at the current 
rate at the balance sheet date is 
the primary item in the “Cumu¬ 
lative translation adjustments” 
caption on the Consolidated 
Balance Sheets and does not 
affect net earnings. 

During 1983, as in 1982, the 
U.S. dollar strengthened against 
all major currencies creating a 
net charge to the “Cumulative 


translation adjustments” account. 
Although weakening of foreign 
currencies caused U.S. dollar 
translated amounts to decrease 
in comparison to previous peri¬ 
ods, these results must be viewed 
as a function of foreign exchange 
rates and not necessarily as an 
unfavorable change in the net 
asset value or profitability of the 
Company’s foreign operations. 

The Company cannot quantify 
in any meaningful way the 
effect upon future earnings of a 
strengthening or weakening U.S. 
dollar because of the large num¬ 
ber of currencies involved, the 
constantly changing exposure to 
these currencies, the complexity 
of intercompany relationships, 
the hedging activity entered into 
to minimize losses and the fact 
that all foreign currencies do 
not react in the same manner 
against the U.S. dollar. 

DIVIDENDS AND 
STOCK PRICES 

The Company has paid all 
regular quarterly dividends on 
its Series A Cumulative Preferred 
Stock and its Series B Cumula¬ 
tive Preferred Stock which have 
regular quarterly dividend rates 
of $1,025 and $2,875 per share, 
respectively. 


The Company’s common and 
preferred stocks are traded on 
the New York Stock Exchange, 
Inc. (trading symbol: RJR). The 
number of stockholders of record 
at December 31, 1933 was: Com¬ 
mon Stock - 111,694; Series A 
Cumulative Preferred Stock - 
4,954; and Series B Cumulative 
Preferred Stock - 10,241. 

The following table sets forth 
the dividends paid per share of 
Common Stock and the actual 
high and low sales prices of Com¬ 
mon Stock, the Series A Cumula¬ 
tive Preferred Stock and the 
Series B Cumulative Preferred 
Stock during the last two years: 

Common_l^oforj-oc 1 S tocks _ 

Stock Series A Scries B 
Qtrs. Div. Market I’rice (high-low) 


1st S 

.75 

52 7 /« 

-45'/. 

4 7 :l /i- 

-45 'Z- 

109% 

104% 

2nd 

.75 

56% 

-48% 

48%- 

• 44- 1 /, 

109% 

104% 

3rd 

.75 

60 

-49% 

46'/i- 

-45% 

107 

105% 

-1th 

.80 

63% 

-56'Vm 

46%- 

■45% 

106% 

101% 

Year $ 1 

3.05 

63% 

-45'/. 

48%- 

-44 : '/i 

109% 

101% 

1982 








1st $ 

.70 

47-‘/i 

-43% 

39% 

37 


_ 

2nd 

.70 

50% 

-43V- 

42 

38V- 

- 

- 

3rd 

.70 

51 

-40 

437- 

40V. 

- 

- 

4th* 

.75 

57 ■/, 

-17% 

4(5'/, 

41 

105:*• 

- 102’/j 

Year $ 

2.85 

57 1 1 

-40 

46'/, 

37 

105 :'n ■ 

■ 102% 


‘The high and low market price for the 
Series B stock was for the period from Oc¬ 
tober 12 through December HI. 


Net Earnings from Continuing 
Operations Per Common 
Share and Dividends Per 
Common Share 
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R.J. Reynolds Industries, Inc. 

CONSOLIDATED 

FINANCIAL 

STATEMENTS 

Statements of Earnings and 
Earnings Retained and State¬ 
ments of Changes in Financial 
Position for the Years Ended 
December 31, 1983, 1982 and 
1981, and Balance Sheets as of 
December 31,1983 and 1982. 

The Summary of Significant 
Accounting Policies below, the 
Notes to Consolidated Financial 
Statements on pages 39 through 
45, the Lines of Business and 
Geographic Data for 1983, 1982 
and 1981 on pages 48 through 
50, the Inflation Accounting 
Data on pages 51 through 53, 
and the Oil and Gas Data on 
pages 54 through 58 are integral 
parts of the accompanying fi¬ 
nancial statements. 

SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 

This summary of significant 
accounting policies is presented 
to assist in understanding the 
Company’s financial statements 
included in this report. These pol¬ 
icies conform to generally 
accepted accounting principles 
and have been consistently fol¬ 
lowed by the Company in all 
material respects. 

Consolidation 

The Company includes in its 
consolidated financial state¬ 
ments the accounts of the parent 
and all subsidiaries. The trans¬ 
portation business is included as 
a discontinued operation and 
prior years have been restated to 
reflect this change. 

Inventories 

In all of the Company’s busi¬ 
nesses, inventories are stated at 
the lower of cost or market. Var¬ 
ious methods are used for deter¬ 
mining cost as described below. 

In the tobacco business, the 
cost of inventories is determined 


principally by the LIFO method. 
In accordance with recognized 
trade practice, stocks of tobacco 
which must be stored and cured 
for more than one year are clas¬ 
sified as current assets. 

In the foods and beverages 
business, the cost of domestic 
inventories is determined using 
principally the LIFO method. 

The cost of remaining invento¬ 
ries is determined using the 
FIFO, specific lot and weighted 
average methods. In accord¬ 
ance with recognized trade prac¬ 
tice, bulk whiskey and wine in 
storage for aging over a number 
of years is classified as a 
current asset. 

In the energy business, the 
cost of inventories is determined 
by the LIFO and average cost 
methods. 

Exploration and 
Development Costs 

The Company follows the 
“successful efforts” method of 
accounting for exploration and 
development costs incurred in 
oil and gas producing activities. 

Depreciation, Depletion 
and Amortization 

Except as noted below, prop¬ 
erties and equipment in all 
businesses are depreciated prin¬ 
cipally by the straight-line 
method. 

Depreciation, depletion and 
amortization of capitalized costs 
in the energy business are gen¬ 
erally computed on the unit-of- 
production method based on an 
estimate of the related proved 
reserves. 

Intangible Assets 

The excess of cost over net 
assets of businesses acquired 
subsequent to October 31, 1970 is 
being amortized principally on 
a straight-line basis over a 40- 
year period. Generally, amounts 
recorded prior to that date are 
not being amortized, but are 
adjusted through charges against 
earnings if the Company believes 
permanent impairment of the 


value of these assets has occurred. 

Trademarks and other intan¬ 
gible assets are generally 
being amortized on a straight- 
line basis over a 40-year period. 

Other Income and Expense 
The Company includes in 
“Other income (expense), net” 
items of a financial nature, prin¬ 
cipally interest income. 

Income Taxes 
The Company uses the flow¬ 
through method in accounting 
for investment tax credits, where¬ 
by the provision for income taxes 
is reduced in the year the tax 
credits first become available. 

Earnings Per Share 
Earnings per share is pre¬ 
sented on a fully diluted basis 
since the difference between 
primary earnings per share and 
fully diluted earnings per share 
is insignificant. Preferred divi¬ 
dends paid on the Series A and 
Series B Cumulative Preferred 
Stocks are deducted from net 
earnings to determine net earn¬ 
ings applicable to Common 
Stock on a fully diluted basis. 

Foreign Currency Translation 
During 1982, the Company 
adopted Statement of Financial 
Accounting Standards No. 52, 
“Foreign Currency Translation.” 
This change in accounting did 
not have a material effect on the 
1982 results. The 1981 results 
were not restated, since the Com¬ 
pany believes that application of 
Statement No. 52 would not have 
had a material effect on that 
year’s earnings. 
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R. J. Reynolds Industries, Inc. 

CONSOLIDATED STATEMENTS 
OF EARNINGS AND EARNINGS RETAINED 

For the Years Ended December 31 


*•>„ . - % ; ' ;. 






(Dollars in Millions Except Per Share Amounts) 


1983 

1982 

1981 

Net sales (Note 2) 

$13,533 

$11,492 

$10,069 

Costs and expenses: 





Cost of products sold 

Selling, advertising, administrative 


9,224 

7,823 

7,008 

and general expenses 


2,722 

2,232 

1,660 

Earnings from continuing operations 

Interest and debt expense (net of capitalized amounts of 


1,587 

1,437 

1,401 

$42 million, $33 million and $31 million, respectively) 


(170) 

(172) 

(135) 

Other income (expense), net (Notes 1 and 10) 


50 

37 

100 

Foreign currency gains (losses) 


6 

(1) 

9 

Nonrecurring gain (Note 3) 


— 

173 

— 

Earnings from continuing operations before 





provision for income taxes 


1,473 

1,474 

1,375 

Provision for income taxes (Note 4) 


638 

683 

624 

Net earnings from continuing operations 


835 

791 

751 

Net earnings from discontinued operations (Note 1) 


46 

79 

17 

Net earnings 


881 

870 

768 

Less preferred dividends 


62 

36 

30 

Net earnings applicable to Common Stock 


819 

834 

738 

Earnings retained at beginning of year 


3,987 

3,457 

2,979 

Cash dividends on Common Stock 


345 

304 

260 

Earnings retained at end of year 

$ 

4,461 

$ 3,987 

$ 3,457 

Net earnings per common share: 





Continuing operations 

$ 

6.84 

$ 7.08 

$ 6.87 

Discontinued operations 


.41 

.74 

.16 


$ 

7.25 

$ 7.82 

$ 7.03 

Average number of common shares outstanding 





(in thousands) 

112,997 

106,706 

105,046 
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R. J. Reynolds Industries, Inc. 

CONSOLIDATED STATEMENTS 

OF CHANGES IN FINANCIAL POSITION 

For the Years Ended December 31 





—- 


mm 


(Dollars in Millions) 

1983 

1982 


1981 

Funds provided by continuing operations: 

Net sales 

$13,533 

$11,492 

$10,069 

Less operating costs and expenses which 

required the outlay of working capital 

12,097 

10,165 


8,948 

Tbtal funds provided by continuing operations 

1,436 

1,327 


1,121 

Funds required by continuing operations: 

Changes in working capital resulting from 

operations (see below) 

(213) 

(344) 


318 

Capital expenditures 

925 

727 


690 

Disposals of property, plant and equipment 

(97) 

(72) 


(22) 

Cash dividends 

407 

340 


290 

Cumulative translation adjustments 

28 

51 


— 

Other 

71 

106 


87 

Tbtal funds required by continuing operations 

1,121 

808 


1,363 


315 

519 


(242) 

Net changes in funds related to 

discontinued operations 

157 

58 


137 

Net funds required for acquisition of 

Heublein, Inc. (Note 16) 

— 

(1,295) 


— 

Financing transactions: 

Proceeds from the issuance of long-term debt 

245 

563 


148 

Proceeds from issuance of Company’s stocks 

(Notes 12 and 13) 

36 

648 


4 

Net change in current notes payable* 

(205) 

(176) 


(20) 

Retirements of long-term debt* 

(430) 

(133) 


(131) 


(354) 

902 


1 

Increase (decrease) in cash and short-term 

investments 

$ 118 

$ 184 

$ 

(104) 

Analysis of changes in working capital resulting 
from operations*: 

Funds required (provided) by the change in: 

Accounts and notes receivable 

$ 43 

$ (181) 

$ 

117 

Inventories 

(373) 

125 


329 

Prepaid expenses 

3 

3 


16 

Accounts payable and accrued accounts 

11 

(266) 


(92) 

Income taxes accrued 

103 

(25) 


(52) 

Changes in working capital resulting 

from operations 

$ (213) 

$ (344) 

$ 

318 


*The 1982 amounts exclude Heublein, Inc. amounts at date of acquisition. (See Note 16.) 
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R.J. Reynolds Industries, Inc. 

CONSOLIDATED BALANCE SHEETS 

December 31 



(Dollars in Millions) 

1983 

1982 

ASSETS 



Current assets: 



Cash and short-term investments (Note 5) 

$ 367 

$ 249 

Accounts and notes receivable 



(less allowances of $44 and $39, respectively) 

1,096 

956 

Inventories (Note 6) 

2,722 

3,095 

Prepaid expenses 

81 

78 

Total current assets 

4,266 

4,378 

Property, plant and equipment — at cost (Note 7) 

5,320 

1 

Less depreciation, depletion and amortization 

1,767 


Net property, plant and equipment 

3,553 

3,199 

Cost in excess of net assets of businesses acquired 

391 

372 

Other assets and deferred charges 

712 

945 

Net assets of discontinued operations (Note 1) 

952 

909 


$9,874 

$9,803 

LIABILITIES AND STOCKHOLDERS’ EQUITY 



Current liabilities: 



Notes payable (Note 8) 

$ 132 

$ 337 

Accounts payable and accrued accounts (Note 9) 

1,487 

1,498 

Current maturities of long-term debt (Note 10) 

42 

55 

Income taxes accrued 

140 

243 

Total current liabilities 

1,801 

2,133 

Long-term debt (less current maturities) (Note 10) 

1,421 

1,600 

Other noncurrent liabilities 

316 

296 

Deferred income taxes 

482 

378 

Commitments and contingencies (Note 11) 



Redeemable preferred stocks (Note 12) 

631 

630 

Common stockholders’ equity (Note 1): 



Common Stock — net (Note 13) 

280 

277 

Paid-in capital (Note 13) 

585 

553 

Cumulative translation adjustments (Note 14) 

(103) 

(51) 

Earnings retained (Note 10) 

4,461 

3,987 

Total common stockholders’ equity 

5,223 

4,766 


$9,874 

$9,803 
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R.J. Reynolds Industries, Inc. 

NOTES TO 
CONSOLIDATED 
FINANCIAL 
STATEMENTS 

(I)ollars in Millions Except 
Per Share Amounts) 



Note 1 

Discontinued 

Operations 

On February 16,1984, the 
Company approved a plan to di¬ 
vest its transportation opera¬ 
tions through a distribution 
(spin-off) of all the common 
stock of Sea-Land Industries 
Investments, Inc. (Sea-Land) to 
the holders of the Company’s 
Common Stock. The spin-off is 
expected to be completed in the 
first half of 1984 and will reduce 
“Common stockholders’ equity” 
by the net assets of Sea-Land at 
the date of spin-off. The Compa¬ 
ny has restated prior years’ fi¬ 
nancial statements to present 
information related to Sea-Land 
as discontinued operations. 

The Company’s net intercom¬ 
pany balances with Sea-Land for 
1983, 1982 and 1981, respectively, 
were $97 million, $254 million 
and $313 million. The 1983 
amount is classified as a current 
receivable since intercompany 
balances will be settled at the 
date of spin-off. Prior year bal¬ 
ances are included in “Other 
assets and deferred charges.” 
Income (expense) from net inter¬ 
est charges (credits) made to Sea- 
Land on intercompany balances 
are included in “Other income 
(expense), net.” For 1983,1982 
and 1981, the net interest income 
(expense) related to Sea-Land 
was $(3) million, $14 million and 
$70 million, respectively. 

Sea-Land’s summarized 
results of operations and finan¬ 
cial position data were as 
follows: 



19H3 

1982 

1981 

Results of operations: 



Operating revenues 
Earnings from 

$1,586 

$1,583 ! 

$ 1,623 

operations 
Earnings before 

75 

157 

103 

provision for 
income taxes 

70 

136 

26 

Provision for 
income taxes 

Net earnings from 

24 

57 

9 

discontinued 

operations 

16 

79 

17 

Financial position: 




Current assets 

Net property, plant 

S 210 

$ 246 : 

$ 242 

and equipment 

1,000 

1,017 

1,076 

Other assets 

Total liabilities and 

487 

453 

350 

deferred taxes 

(745) 

(807) 

(835) 

Net assets of discon- 




tinued operations 

S 952 

$ 909 

$ 833 



Note 2 

Excise Taxes 

Net sales included excise taxes 
on tobacco, spirits and wines, 
and petroleum products as indi¬ 
cated in the following table: 

___ 1983 1982 1981 

Tobacco $2,746 $1,982 $1,915 

Foods and 


beverages 405 179 — 

Energy __H_8_1^ 

$3,162 $2,169 $1,926 



Note 3 

Nonrecurring Gain 


On April 30,1982, the Com¬ 
pany was awarded $180 million 
in cash (including interest) as 
compensation in an arbitration 
proceeding arising from the 
1977 nationalization of the Com¬ 
pany’s oil business in Kuwait 
and in the Divided Zone between 
Kuwait and Saudi Arabia. The 
award, $173 million after deduct¬ 
ing associated fees and expenses, 
was recorded as a nonrecurring 
gain in the second quarter. The 
gain contributed 86 cents to 1982 
net earnings from continuing 
operations per share. 



Note 4 

Provision for Income Taxes 


The provision for income 
taxes consisted of the following: 



1983 

1982 

1981 

Current: 

Federal 

$410 

$509 

$446 

State 

57 

63 

58 

Foreign 

62 

55 

40 


529 

627 

544 

Deferred: 

Federal 

90 

35 

64 

State 

12 

9 

6 

Foreign 

7 

12 

10 


109 

56 

80 

Provision for 

income taxes 

$638 

$683 

$624 


Deferred income tax expense 
results from timing differences 
in the recognition of revenue and 
expense for book and tax pur¬ 
poses. The sources of these dif¬ 
ferences and the tax effect of 
each were as follows: 



1983 

1982 

1981 

Excess of tax over 
book depreciation 
Intangible drilling and 
development costs 
Various other items 

$ 37 

(17) 

89 

$24 

34 

(2) 

$29 

23 

28 

Deferred income taxes 

$109 

$56 

$80 



Pretax income from continuing 
operations for domestic and for¬ 
eign operations is shown in the 
following table: 



1983 

1982 

1981 

Domestic (includes 
U.S. exports) 

$1,215 

$1,130 

$1,223 

Foreign* 

258 

344 

152 


$1,473 

$1,474 

$1,375 






•Pretax income of foreign operations is earn¬ 
ings of all operations located outside the 
United States, some of which may also be 
currently subject to U.S. tax jurisdiction. For¬ 
eign pretax income in 1982 includes the 
Kuwait settlement. (See Note 3.) 

The differences between the 
provision for income taxes and 
income taxes computed at the 
statutory U.S. federal income 
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1083 1982 


tax rate are explained as 
follows: 



1983 

1982 

1981 

Income taxes comput¬ 
ed at 46% statutory 
U.S. federal 
income tax rate 

$678 

$678 

$633 

Taxes on foreign 
operations in 
excess of (less 
than) the statutory 
U.S. federal income 
tax rate 

(20) 

6 

(11) 

State taxes, net of 
federal benefit 

37 

39 

35 

Investment tax credit 

(44) 

(31) 

(24) 

Miscellaneous items 

(13) 

(9) 

(9) 

Provision for 
income taxes 

$638 

$683 

S 624 

Effective tax rate 

43.3% 

46.3% 

45.4% 


At December 31,1983, there 
were $796 million of accumulated 
and undistributed earnings of for¬ 
eign subsidiaries and earnings of 
domestic international sales cor¬ 
porations for which no provision 
for U.S. federal income taxes has 
been made. These undistributed 
earnings are intended to be rein¬ 
vested indefinitely or received sub¬ 
stantially free of additional tax. 

There are a number of issues 
pending as a result of Internal 
Revenue Service audits. The 
resolution of these issues is not 
expected to have a material 
adverse effect on the Company’s 
financial position. 



Note 5 

Cash and Short-term 
Investments 

Short-term investments at De¬ 
cember 31,1983 and 1982, valued 
at cost (approximate market), 
totaled $315 million and $209 
million, respectively. Short-term 
investments at December 31, 

1983 principally consisted of 
certificates of deposit. 

The Company’s cash balances 
included demand deposits main¬ 
tained in the form of compensat¬ 
ing balances with domestic 
banks to support both outstand¬ 
ing borrowings and future credit 


availability to meet short-term 
financial needs. The Company’s 
cash balances needed to support 
daily operations generally 
exceed compensating balance 
amounts. The compensating 
balances totaled $15 million at 
December 31,1983 and represent, 
on the average, 5 percent of 
unused lines of credit plus 5 per¬ 
cent of outstanding borrow¬ 
ings drawn down under these 
arrangements. (See Note 8.) 



Note 6 
Inventories 


The major classes of inventory 
and the amount of each at 
December 31 were: 



1983 

1982 

Leaf tobacco 

$1,418 

$1,627 

Manufactured products 

637 

736 

Bulk whiskey and wine 

124 

186 

Excise tax on 



manufactured products 

131 

108 

Raw materials 

247 

245 

Other 

165 

193 


$2,722 

$3,095 


At December 31,1983 and 1982, 
$1,835 million and $2,086 mil¬ 
lion, respectively, of the invento¬ 
ry was valued by the LIFO 
method. The balance of the in¬ 
ventory was valued by various 
other methods, principally FIFO. 

The current cost of inventories 
at December 31,1983 and 1982 
was greater than the amounts at 
which these inventories were 
carried on the balance sheets by 
$1,676 million and $1,579 million, 
respectively. 



Note 7 

Property, Plant and 
Equipment 

Components of property, plant 
and equipment at December 31 
are shown in the following table: 


40 


Land and land 

$ 241 $ 243 

731 677 

1,815 1,612 


2,035 1,813 

498 305 


$5,320 $4,650 



Note8 

Notes Payable and Related 
Information 


Notes payable consisted of the 
following at December 31: 



1983 

1982 

Commercial paper 

Notes payable, principally 
to foreign banks 

$ - 

132 

$130 

207 


$132 

S337 



These short-term bank bor¬ 
rowings, principally from for¬ 
eign banks, were at rates which, 
for the most part, approximated 
the minimum commercial inter¬ 
est rate prevailing at the dates of 
borrowing and were generally 
made in the form of demand 
notes under lines of credit estab¬ 
lished as part of the Company’s 
banking arrangements. Unused 
lines of credit at December 31, 
1983 were $581 million, includ¬ 
ing $370 million to support any 
future commercial paper 
issuances. 



Note 9 

Accounts Payable and 
Accrued Accounts 


Accounts payable and accrued 
accounts consisted of the follow¬ 
ing at December 31: 



1983 

1982 

Trade accounts 

Excise tax 

Other accruals and payables 

$ 486 
260 
741 

$ 436 
185 
877 


$1,487 

$1,498 

1 


improvements 
Buildings and leasehold 
improvements 
Machinery and equipment 
Energy leasehold properties, 
related equipment 
and facilities 
Construction-in-process 
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Note 10 

Long-term Debt 

F)ecember.'}l, 1983 December.'!!, 1982 


Due Within 
One Year 

Due After Due Within 

One Year (5) One Year 

Due After 

One Year 

Long-term debt consisted of the following: 




7%'!!i Debentures, with annual sinking fund payments through 1994 (reduced by 
$9 million and $5 million of such debentures held by the Company on December 31, 

1983 and 1982, respectively, for future sinking fund requirements) 

S- 

S 4(5 $ — 

$ 55 

7 ■%% Debentures, due February 1,2001, annual sinking fund payments began in 1982 
(reduced by $65 million and $21 million of such debentures held by the Company on 
December 31,1983 and 1982, respectively, for future sinking fund requirements) (1 > 


23 - 

74 

8% Debentures, due January 15,2007, with semiannual sinking fund payments 
beginning in 1988 (reduced by $28 million of such debentures held by the Company 
on December 31,1983, for future sinking fund requirements) (1) 


122 - 

150 

13.35% Sinking Fund Debentures, due October 1, 2012, with annual sinking fund 
payments beginning in 1993 

_ 

200 — 

200 

9V»% Notes, due January 15,1985 

- 

100 — 

— 

8 W.'ii Notes, due February 15,1985 

- 

90 — 

90 

9 Notes, due January 15,1986 

- 

100 — 

- 

10%% Notes, due October 15,1988 

- 

100 — 

100 

12'/i% Guaranteed Notes, due October 1,1989 

- 

100 — 

100 

10.45% Notes, due May 15,1990 

- 

150 — 

150 

Zero Coupon Guaranteed Notes, due February 19,1992, effective 
interest rate of 14.64%, net of discount of $268 million at December 31,1983 

_ 

132 - 

115 

8.9% Notes, due October 1, 1996, annual prepayments began in 1981 (2) 

6 

75 6 

81 

Revolving credit agreements with various banks (3) 

- 

- - 

300 

Capitalized lease obligations and other indebtedness (4) 

36 

181 49 

185 


S42 

$1,421 $55 

S 1,600 

(1) In August 1983, the Company acquired $49 million of its 7 %% Debentures and $28 million of its8?(, Debentures prior to scheduled maturity in 
exchange for cash of $29 million and 591,296 shares of Common Stock. (See Note 13. )This transaction resulted in a$19 million gain which was 
included in “Other income (expense), net.” 

(2) The terms of the Company’s 8.9% Notes place certain restrictions on dividend payments. At December 31, 1983, $.3.09 billion of earnings re¬ 
tained were unrestricted. 

(3) At December 31,1982, $300 million of short-term notes were classified as long-term debt based upon the Company’s intention to continue that 
amount of debt in some form for more than one year. These notes were supported by revolving credit agreements with various banks which 
were to expire on April 30, 1984, under which it could borrow up to $340 million. These agreements were canceled as of December 31, 1983. 

(4) Included in other indebtedness at December 31, 1983, is $6 million of 4Vj% Convertible Subordinated Debentures. Each $1,000 principal 
amount of the 4'/j% Convertible Subordinated Debentures is convertible into 3.597 shares of Series B Cumulative Preferred Stock and 9.266 
shares of Common Stock. (See Notes 12 and 13.) 

1 (5) The payment schedule of debt due after one year is as follows: 1985 - $226; 1986 - $138; 1987 - $35; 

and 1988-$135. 

I 





Note 11 

Commitments and 
Contingencies 

There are certain claims and 
pending actions against the Com¬ 
pany and its subsidiaries which 
in the aggregate are not expected 
to have any material adverse 
effect on the Company’s finan¬ 
cial position. 


Note 12 

Redeemable Preferred Stocks 

Series A Cumulative Preferred Stock 


In connection with the 1979 
Del Monte Corporation merger, 
the Company issued 7,053,478 
shares (authorized 7,053,660 
shares) of Series A Cumulative 
Preferred Stock (Series A Stock) 
without par value, stated value 
of $48.50, or a total of $342 mil¬ 
lion. The Series A Stock is sub¬ 
ject to mandatory redemption of 
1,007,640 shares per year, com¬ 
mencing March 1,1985, at a 
redemption price of $48.50 per 
share plus any accrued divi¬ 
dends. The Company has the 
noncumulative option to double 
the amount redeemed pursuant 
to such mandatory redemption 
in any year. 


Each share of Series A Stock 
entitles the holder to receive 
cumulative dividends, payable 
quarterly, at the rate of $4.10 per 
annum. The Series A Stock 
ranks senior to the Common 
Stock, and on a parity with the 
outstanding Series B Cumulative 
Preferred Stock as to dividends, 
and upon liquidation entitles the 
stockholder to receive $48.50 per 
share plus accrued dividends 
before any distribution upon liq¬ 
uidation is made to holders of 
Common Stock. 

Each share entitles the holder 
to three-quarters of one vote on 
all matters on which holders of 
Common Stock have the right to 
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vote, voting together with all 
other shares entitled to vote and 
not as a class. 

Dividends on Series A Stock 
amounted to $29 million in each 
of the past three years. 

Series B Cumulative Preferred Stock 

In connection with the Heu- 
blein, Inc. merger (see Note 16), 
the Company issued 2,865,178 
shares of Series B Cumulative 
Preferred Stock (Series B Stock). 
The Series B Stock is subject to 
mandatory redemption of 
327,375 shares per year, com¬ 
mencing November 1, 1989, at a 
redemption price of $100 per 
share plus any accrued divi¬ 
dends. The Company has the 
noncumulative option to double 
the amount redeemed pursuant 
to such mandatory redemption 


in any year. Also beginning 
November 1,1989, the Company 
can elect to redeem the remain¬ 
ing Series B Stock, in addition to 
the mandatory redemption 
requirement, in whole or in part, 
at an optional redemption price 
of $100 plus the annual dividend 
together with any accrued divi¬ 
dends. Such optional redemption 
price will be reduced by 20 per¬ 
cent of the annual dividend on 
each subsequent November 1, 
declining to $100 plus accrued 
dividends on November 1, 1994 
and thereafter. 

Each share of Series B Stock 
entitles the holder to receive 
cumulative dividends, payable 
quarterly, at the rate of $11.50 per 
annum. The Series B Stock 
ranks senior to the Common 
Stock, and on a parity with the 
outstanding Series A Stock as to 
dividends, and upon liquidation 


entitles the stockholder to 
receive $100 per share plus 
accrued dividends if such liqui¬ 
dation was involuntary, and 
$111.50 upon a voluntary liquida¬ 
tion prior to November 1,1989, 
and thereafter at the optional 
redemption price then applicable 
(see above) before any distribu¬ 
tion upon liquidation is made to 
holders of Common Stock. 

Each share entitles the holder 
to one vote on all matters on 
which holders of Common Stock 
have the right to vote, voting 
together with all other shares 
entitled to vote and not as a 
class. 

Dividends on Series B Stock 
amounted to $33 million and $7 
million in 1983 and 1982, 
respectively. 

Changes in Series B Stock for 
the periods indicated are sum¬ 
marized in the following table: 



1983 


1982 



Shares 

Amount 

Shares 

Amount 

Series B Cumulative Preferred Stock — without pnr value (SI (XI 
stated value — authorized 2,917,115 shares at December 31,1983*): 

Balance at beginning of year 

Shares issued for Heublein, Inc. merger 

Shares issued upon conversion of 4 l /j 1, !> Convertible Subordinated Debentures 

2,880,582 

10,936 

.$288 

1 

2,865,178 

15,404 

s - 

287 

1 


2,891,518 

289 

2,880,582 

288 

Less treasury stock held to meet future sinking fund requirements: 

Balance at beginning of year 

(1,572) 




Shares returned under Restricted Share awards and other 

(2,595) 

- 

(1,572) 

— 


(4,167) 

_ 

(1,572) 

— 

Balance at end of year 

2,887,351 

$289 

2,879,010 

$288 


*Of the authorized but unissued shares of Series B Stock at December 31, 1983, 21,659 shares were reserved for use upon conversion of the out¬ 
standing -1Convertible Subordinated Debentures, 




Note 13 

Common Stock and 
Redemption of the 
$2.25 Convertible 
Preferred Stock 


On August 10,1983, the Com¬ 
pany acquired certain of its de¬ 
bentures in exchange for cash and 
591,296 shares of Common 


Stock. (See Note 10.) 

In connection with the Heu- 
blein, Inc. merger (see Note 16), 
the Company issued 7,384,727 
shares of Common Stock on 
October 12, 1982. 

On October 1, 1982, the Com¬ 
pany redeemed all outstanding 
shares of the $2.25 Convertible 
Preferred Stock at $50 per share 
plus accrued dividends. Prior to 


redemption, each share was con¬ 
vertible into three shares of the 
Company’s Common Stock on 
surrender of the preferred share 
and payment of $22 in cash. 
Upon conversion, the cash pro¬ 
ceeds and the stated value of the 
converted preferred shares, less 
the stated value of the common 
shares issued, were credited to 
“Paid-in capital.” 
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1983 

1982 

1981 



Shares Amount 

Shares Amount 

Shares 

Amount 

$2.25 Convertible Preferred Stock — without pnr value 
($10.57 ntnted value): 

Balunce at beginning of year 

Shares converted into Common Stock 

Redemption of shares 

- $ — 

280,977 S 3 
(257,183) (3) 

(23,794) - 

355,798 

(74,821) 

S 4 
(1) 

Balance at end of year 

- S - 

— $ — 

280,977 

$ 3 


Common Stock — no pur ($2.50 stated value — authorized 
150,000,()()() shares at December ill, 198.')*): 

Balance at beginning of year 
Shares issued upon acquisition of debentures 
Shares issued upon conversion of 
$2.25 Convertible Preferred Stock and other 
Shares issued for Heublein, Inc. merger 
Shares issued upon conversion of 4 ‘/. "i. Convertible 
Subordinated Debentures 



113,399,851 

284 

112,779,543 

282 

104,583,494 

262 

Less Treasury Common Stock: 

Balance at beginning of year 

(183,009) 

(5) 

(228.609) 

(7) 

(260,490) 

(8) 

Sales upon exercise of stock options, SARs and deferred 
stock credits paid under the Management Incentive 
Plan and awards of stock, net 

56,306 

1 

45,600 

2 

31,881 

1 


(126,643) 

(4) 

(183,009) 

(5) 

(228,609) 

(7) 

Balance at end of vear 

113,273,208 

$280 

112,596,534 

$277 

104,354,885 

$255 


Puid-in capital: 

Balance at beginning of year 

Excess of total value of common shares issued upon 
acquisition of debentures over stated value 
Excess of total value of common shares issued for 
Heublein, Inc. merger over stated value 
Other _ 

_B alance at end of year _ S585 _ Shall _ S215 

*Of the authorized but unissued shares of Common Stock at December ill, 1981), 55,791 shares were reserved for use upon conversion of the out¬ 
standing 4 Villi Convertible Subordinated Debentures. 

ISOs and 468,638 other stock 
options/SARs outstanding 
under the 1982 Long-Term 
Incentive Plan with expiration 
dates ranging from June 17, 

1987 to July 21, 1993. The aver¬ 
age exercise price under the 
Plan was $48.74, and such 
options were held by 461 
participants. 

Under the 1977 Stock Option 
Plan, the maximum number of 
shares of the Company’s Com¬ 
mon Stock that may be granted 
is 2,500,000 and individual 
grants are limited to 100,000 
shares. The options, which 
expire in 10 years, are exercisa¬ 
ble in cumulative annual install¬ 
ments of 25 percent of the 
optioned shares beginning one 
year from the date of grant. The 
Plan also provides for granting 
of SARs to holders of options 
under this Plan and the Career 
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The Company has three stock 
option plans that provide for the 
granting of options to purchase 
shares of the Company’s Com¬ 
mon Stock to certain officers 
and other employees. The option 
price for outstanding options is 
the average quoted market price 
on the date of the grant. Options 
granted which subsequently 
lapse or are canceled are added 
back to the shares authorized 
for future options. 

Under the 1982 Long-Term 
Incentive Plan, the maximum 
number of shares of the Com¬ 
pany’s Common Stock that may 
be granted is 5,000,000 and indi¬ 
vidual grants are limited to 
250,000 shares. The Plan per¬ 
mits the granting of incentive 
awards in the forms of incentive 
stock options (ISOs), other stock 
options and stock appreciation 
rights fSARs). The ISOs, and 


other options not designated as 
ISOs, may be granted for peri¬ 
ods of up to 10 years and may 
not be exercised prior to one 
year from the date of grant. The 
SARs granted under the Plan 
may, but need not, be granted in 
conjunction with other stock 
options. SARs may be exercised 
for stock, cash or any combina¬ 
tion thereof. When SARs are 
exercised, the related stock 
options are surrendered and 
may not be granted again. The 
value of the SARs exercised is 
equal to the difference between 
the exercise price and the aver¬ 
age quoted market price of the 
Company’s Common Stock on 
the date of exercise. No SARs 
granted under the Plan may be 
exercised in less than one year 
or more than 10 years after the 
date of grant. As of December 
31,1983, there were 462,289 



112,779,543 S282 104,581),494 $202 104,359,031 $201 

591,290 2 — — — — 

330 - 771,549 2 224.403 1 

- - 7,384,727 18 - - 

28,082_—_ 39,773 —_ — — 
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Executive Stock Plan. As of 
December 31,1983, there were 
943,896 options outstanding 
under the 1977 Stock Option 
Plan with expiration dates 
ranging from September 15, 

1987 to July 16,1991. The aver¬ 
age exercise price of such 
options was $37.96, and such 
options were held by a total of 
381 participants. 

Under the Career Executive 
Stock Plan, the maximum 
number of shares of the Com¬ 
pany’s Common Stock that may 
be granted is 1,200,000 and indi¬ 
vidual grants are limited to 
60,000 shares. The Plan permits 
the granting of nonqualified 


options (as defined in the Inter¬ 
nal Revenue Code) that may run 
for periods of up to 10 years. No 
options may be exercised prior 
to one year after the date of 
grant. As of December 31,1983, 
there were 57,492 nonqualified 
options/SARs outstanding 
under the Career Executive 
Stock Plan with expiration 
dates ranging from June 24, 

1985 to September 17,1991. The 
average exercise price of such 
options/SARs was $31.76 and 
such options/SARs were held 
by a total of 23 participants. 

Under all plans, no charges or 
credits to earnings are made at 
the time of either granting or 


exercising an option. Compen¬ 
sation expense is accrued for 
options with SARs over the 
period they become exercisable, 
based upon the amount by 
which the market value of the 
Company’s Common Stock 
exceeds the option price at the 
date of determination, and is 
adjusted in subsequent reporting 
periods for increases or 
decreases in the market value of 
the stock. 

The following table summa¬ 
rizes the changes in options out¬ 
standing and related price 
ranges for shares of the Com¬ 
pany’s Common Stock 
under options: 


Options: 

Outstanding at beginning of year 

1982 Long-Term Incentive Plan 
Granted 
Exercised 

1977 Stock Option Plan 
Granted 
Exercised 

Career Executi ve Stock Plan 
Grunted 
Exercised 

Canceled anfl surrendered _ 

Outstanding at end of year 


Price Ranges: 

Outstanding at beginning of year 
Granted under 1982 Long-Term Incentive Plan 
Granted under 1977 Stock Option Plan 
Granted under Career Executive Stock Plan 
Options/SARs exercised (market prices ranged from $45.88-62.94 in 
1983, $42.56-56.13 in 1982 and $43.00-52.44 in 1981) 

Canceled and surrendered _ 

Outstanding at end of year 


553,600 

(40,050) 


(71,177) 

(136,082) 


S21.72-51.25 

50.56 


21.72-47.69 

29.53-50.56 


.$28.78-51.25 


$21.72-47.69 

46.19-51.25 


21.72-47.69 

30.47-47.69 


525,267 

(154,453) 


43.19-47.69 

46.56 


21.72-39.81 

29.53-46.50 


At December 31,1983, options were exercisable as to 928,712 shares, compared with 874,503 shares at December 31,1982 and 955,802 shares at De¬ 
cember 31, 1981. As of December 31, 1983, options for 4,628,810 shares of the Company’s Common Stock were available for future grants. 


Note 14 

Cumulative Translation 
Adjustments 

Adjustments resulting from 
the translation of foreign cur¬ 
rency financial statements and 
certain foreign currency transac¬ 
tions are accumulated in a sepa¬ 
rate component of stockholders’ 
equity captioned “Cumulative 
translation adjustments.” The 
analysis of the changes in this 


account is shown in the follow¬ 
ing table: 



1983 

1982 

Balance at beginning 
ofyear 

$ (51) 

$ - 

Effect of restatement to a 
current rate basis as of 
January 1,1982 


(23) 

Translation and other 
adjustments 

(52) 

(30) 

Related income taxes 

— 

2 

Balance at end of year 

$(103) 

$(51) 


Note 15 
Pension Plans 

The Company provides retire¬ 
ment benefits for substantially 
all of its regular full-time 
employees, including certain 
employees in foreign countries, 
through Company-administered 
plans and plans administered 
under collective bargaining 
agreements. 

Pension expense for 1983,1982 
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and 1981 was $98 million, $105 
million and $92 million, respec¬ 
tively. The decrease in 1983 com¬ 
pared with 1982 was primarily 
due to a change in the interest 
rate assumption used for fund¬ 
ing purposes, which was made to 
reflect an expected long-term 
improvement in financial 
returns. The Company’s policy 
with respect to Company- 
administered plans is to fund 
pension costs accrued. Past 
service costs are amortized over 
a 30-year period. 

The following table presents 
information regarding the finan¬ 
cial condition of the Company’s 
domestic defined benefit plans, 
as estimated by the Company’s 
consulting actuary, as of the 
most recent valuation dates, 
December 31,1982 and 1981: 



Calculated 
using 
current 
salary levels 
of plan 
participants 

Calculated 
using 
actuarial 
projections of 
future salary 
increases 


1982 1981 

1982 

1981 

Actuarial pres¬ 
ent value of 
accumulated 
plan benefits*: 

Vested 

$ 745 $605 

$1,002 $ 893 

Non-vested 

130 115 

282 

229 


$ 875 $720 

$1,284 $1,122 

Net assets 
available 
for benefits 

(market value) $1,053 $815 

$1,053 $ 815 


“The assumed rate of return used in determin¬ 
ing the actuarial present value of accumu¬ 
lated plan benefits in both 1982 and 1981 was 8 
percent. 

The Company’s foreign pen¬ 
sion plans are not required to 
report to U.S. government agen¬ 
cies pursuant to ERISA and do 
not otherwise determine the 
actuarial value of accumulated 
benefits in the same manner as 
those calculated and disclosed 
above. For those plans, it is esti¬ 
mated that the value of vested 
benefits does not differ mate¬ 
rially from the total assets and 
related balance sheet accruals. 

In addition, the Company 
makes payments under the 


terms of various collective bar¬ 
gaining agreements to provide 
welfare benefits, including pen¬ 
sion benefits, for covered 
employees. At the present time, 
the Company does not have suf¬ 
ficient information to accurately 
determine the financial condi¬ 
tion of these plans or the amount 
of these payments used to fund 
the pension benefits. 



Note 16 
Acquisition 

On July 29, 1982, the Com¬ 
pany, its subsidiary, R.J. Reyn¬ 
olds Tobacco Company, and 
Heublein, Inc. entered into an 
Agreement of Merger providing 
for the merger of Heublein, Inc. 
into Reynolds Tobacco. Under 
the terms of the merger, Reyn¬ 
olds Tobacco acquired 57.2 per¬ 
cent of the Heublein, Inc. capital 
stock for cash of $63 per share 
pursuant to a cash tender offer 
on August 20,1982 and a subse¬ 
quent contractual purchase. 

Each share of the remaining 
Heublein, Inc. capital stock was 
converted, on October 12, 1982, 
into .644 of a share of the Com¬ 
pany’s Common Stock and one- 
quarter of a share of the Com¬ 
pany’s new Series B Cumulative 
Preferred Stock. (See Notes 12 
and 13.) The total cost of the 
merger, which was accounted for 
as a purchase, was $1.36 billion. 
The consolidated results of the 
Company include the operations 
of Heublein, Inc. since August 20, 
1982, reduced for minority inter¬ 
est for the appropriate period. 

Heublein, Inc. is engaged in 
the production and distribution 
of distilled spirits and wines, in 
the operating and franchising of 
quick-service restaurants, and in 
the production and distribution 
of other food products. 

The effect of the Heublein, Inc. 
merger on the 1982 Consolidated 
Statement of Changes in Financial 


Position is shown in the follow¬ 
ing table: 

Acquisition: 

Current assets 

S 563 

Property, plant and 
equipment 

505 

CoHt in excess of net assets 
acquired 

291 

Other assets (principally 
trademarks) and 
deferred charges 

436 

Current liabilities 

(286) 

Other liabilities 

(154) 

Total funds required for 
acquisition of Heublein, Inc. 

1,355 

Less cash and short-term 
investments 

60 

Net funds required for 
acquisition 

$1,295 


The unaudited pro forma com¬ 
bined results of continuing oper¬ 
ations shown in the following 
table assume that the Heublein, 
Inc. merger had taken place 
as of the beginning of each 
period presented: 


_ 1982 1981 

Net sales $12,783 $12,174 

Net earnings from 

continuing operations 814 783 

Net earnings from 
continuing operations 
per common share_ 6.66 6.40 


The following summarized fi¬ 
nancial information of legal 
entity Heublein, Inc. is based on 
the total cost of the merger to the 
Company: 



1983 

1982 

At December 31 

Current assets 

$ 611 $ 621 

Net property, plant 
and equipment, and 
other assets 

1,294 1,351 

Current liabilities 

276 

343 

Long-term debt and 
other liabilities 

166 

150 

For the years ended 

December 31* 

Net sales 

$2,245 $ 855 

Earnings from 
operations 

241 

86 

Net earnings 

90 

32 

*The summarized earnings 

information for 


1982 is for the period August 20 through De¬ 
cember 31. 
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R.J. Reynolds Industries, Inc. 

LINES OF BUSINESS DATA 

The Company classifies its continuing operations into three principal lines of business which are 
described in Management’s Discussion and Analysis, beginning on page 26 of this report. 
Summarized financial information for these operations for each of the past five years is shown in the 
following tables. 



(Dollars in Millions) 

1983 

1982 

1981 

1980 

1979 

Capital expenditures 

Tbbacco 

$ 371 

$ 226 

$ 166 

$ 121 

$ 78 

Foods and beverages 

206 

118 

90 

83 

69 

Energy 

316 

350 

392 

278 

236 

Other businesses 

16 

17 

18 

13 

13 

Corporate 

16 

16 

24 

21 

13 

Consolidated capital expenditures 

$ 925 

$ 727 

$ 690 

$ 516 

$ 409 

Assets 

Tbbacco 

$3,216 

$3,071 

$2,713 

$2,193 

$2,002 

Foods and beverages 

2,381 

2,631 

1,582 

1,552 

1,366 

Energy 

1,608 

1,501 

1,579 

1,272 

1,053 

Other businesses 

194 

171 

134 

96 

88 

Corporate* 

1,523 

1,520 

732 

957 

675 


8,922 

8,894 

6,740 

6,070 

5,184 

Net assets of discontinued 
operations 

952 

909 

833 

818 

776 

Consolidated assets 

$9,874 

$9,803 

$7,573 

$6,888 

$5,960 

Depreciation, depletion and 
amortization expense 

Tbbacco 

$ 71 

$ 75 

$ 60 

$ 53 

$ 53 

Foods and beverages 

103 

65 

37 

33 

27 

Energy 

250 

229 

164 

158 

125 

Other businesses 

11 

9 

8 

6 

5 

Corporate 

39 

20 

13 

10 

8 

Consolidated depreciation, 
depletion and amortization 
expense 

$ 474 

$ 398 

$ 282 

$ 260 

$ 218 


*A11 cash, security investments and certain intangible assets are included in the "Corporate” category. The amountof intangible assets 
included in "Corporate" by line of business for 1983, 1982, 1981, 1980 und 1979 is as follows: Tobacco — $24 million, $23 million, $22 
million, $20 million and $21 million, respectively; Foods and beverages — $806 million, $806 million, $164 million, $165 million and $167 
million, respectively; and Other businesses — $13 million and $6 million for 1983 and 1982, respectively. 
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R. J. Reynolds Industries, Inc. 

LINES OF BUSINESS DATA 



(Dollars in Millions) 

1983 

1982 

1981 

1980 

1979 

Net sales (i) 

Tobacco 

$ 7,388 

$ 6,655 

$ 6,112 

$5,604 

$5,033 

Foods and beverages 

4,491 

3,156 

2,334 

2,109 

1,834 

Energy 

1,221 

1,332 

1,370 

985 

628 

Other businesses 

580 

508 

405 

362 

313 

Intersegment eliminations 

(147) 

(159) 

(152) 

(120) 

(93) 

Consolidated net sales 

$13,533 

$11,492 

$10,069 

$8,940 

$7,715 

Earnings from continuing 
operations ( 2 ) 

Tobacco 

$ 1,127 

$ 1,160 

$ 1,091 

$ 978 

$ 864 

Foods and beverages 

334 

102 

106 

93 

126 

Energy 

190 

215 

247 

183 

66 

Other businesses 

27 

36 

25 

15 

19 

Other (principally corporate expense) 

(91) 

(76) 

(68) 

(65) 

(47) 

Consolidated earnings from 

continuing operations 

$ 1,587 

$ 1,437 

$ 1,401 

$1,204 

$1,028 


Funds provided by continuing 
operations (3) 


Tobacco 

$ 

752 

$ 

739 

$ 

659 

$ 

590 

$ 

531 

Foods and beverages 


362 


125 


140 


126 


125 

Energy 


353 


579 


353 


315 


199 

Other businesses 


29 


35 


24 


16 


28 

Corporate 


(60) 


(151) 


(55) 


(56) 


(42) 

Consolidated funds provided 
by continuing operations 

$ 

1,436 

$ 

1,327 

$ 

1,121 

$ 

991 

$ 

841 


(1) In the table above, sales by line of business include both sales to unaffiliated customers and intersegment sales, which are accounted for at 
prices comparable to unaffiliated customer sales. 

(2) The amortization expense of certain intangible assets is included in "Other (principally corporate expense).” 

(3) Included in “Energy” funds provided by operations for 1982 is the net effect of a $173 million nonrecurring gain relating to the arbitration 
award paid by the government of Kuwait for oil producing and related properties which were nationalized in 1977. All items not assigned to a 
specific line of business (principally corporate expense, items of a financial nature and the amortization expense of certain intangible assets) 
are included in "Corporate” funds provided by operations. 


49 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 












R.J. Reynolds Industries, Inc. 

GEOGRAPHIC DATA 










The following table shows certain financial information relating to the Company’s continuing 
operations in various geographic areas. 

(Dollars in Millions) 


1983 


1982 

1981 

1980 

1979 

Net sales 








United States (i) 

$10,769 

$ 

9,036 

$ 7,868 

$6,825 

$5,867 

Canada 


566 


548 

516 

470 

415 

Europe 


1,408 


1,173 

1,066 

1,178 

1,010 

Other geographic areas 


1,128 


1,060 

909 

725 

631 

Less transfers between 








geographic areas 


(338) 


(325) 

(290) 

(258) 

(208) 

Consolidated net sales 

$13,533 

$11,492 

$10,069 

$8,940 

$7,715 

Earnings from continuing operations 








United States 

$ 

1,462 

$ 

1,358 

$ 1,363 

$1,133 

$ 968 

Canada 


44 


44 

35 

27 

23 

Europe 


57 


55 

16 

43 

41 

Other geographic areas 


115 


56 

55 

66 

43 

Other (principally corporate expense) 


(91) 


(76) 

(68) 

(65) 

(47) 

Consolidated earnings from 








continuing operations 

$ 

1,587 

$ 

1,437 

$ 1,401 

$1,204 

$1,028 

Assets 








United States 

$ 

5,913 

$ 

6,065 

$ 4,953 

$4,140 

$3,668 

Canada 


337 


304 

260 

221 

219 

Europe 


483 


452 

354 

358 

303 

Other geographic areas 


666 


553 

441 

394 

319 

Corporate ( 2 ) 


1,523 


1,520 

732 

957 

675 



8,922 


8,894 

6,740 


5,184 

Net assets of discontinued operations 


952 


909 

833 

818 

776 

Consolidated assets 

$ 

9,874 

$ 

9,803 

$ 7,573 

$6,888 

$ 5,960 

Liabilities of the Company’s continuing 








operations located in foreign countries 

$ 

852 

$ 

937 

$ 696 

$ 554 

$ 466 


Sales in the above table include both sales to unaffiliated customers and transfers between geographic areas. Transfers between geographic 
areas (which consist principally of fresh and canned fruit from Latin America, Africa and the Philippines transferred to the United States 
and Europe) are generally made at fair market value, less an allowance to compensate the marketing unit for its efforts and expenses in servicing 
customers. 

(1) Included in "United States” sales are export sales of $417 million in 1983, $140 million in 1982, $590 million in 1981, $535 million in 1980 and 
$476 million in 1979. Export sales primarily represent the sale of tobacco products to markets in the Middle East and Far East. 

(2) All cash, security in vestments and certain intangible assets are included in “Corporate” assets. The amount of intangible assets included in 
“Corporate” for 1983,1982,1981,1980 and 1979 is $843 million, $835 million, $186 million, $ 185 million and $ 188 million, respectively. See foot¬ 
note on page 48. 
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R.J. Reynolds Industries, Inc. 

INFLATION 
ACCOUNTING 
DATA (UNAUDITED) 

Although the rate of inflation 
has recently declined, worldwide 
economies have been affected by 
rapid inflation during the last 
decade. In an effort to quantify 
the effects of inflation on busi¬ 
ness enterprises, the Financial 
Accounting Standards Board 
(FASB), in 1979, issued State¬ 
ment No. 33, “Financial Report¬ 
ing and Changing Prices.” In 
December 1982, the FASB issued 
Statement No. 70, “Financial 
Reporting and Changing Prices: 
Foreign Currency Translation,” 
which amended Statement No. 

33 to accommodate the changes 
resulting from the issuance of 
Statement No. 52, “Foreign Cur¬ 
rency Translation.” For 1983 
and 1982, inflation-adjusted in¬ 
formation is calculated using the 
“translate-restate” method pro¬ 
vided for in Statement No. 70. 
Prior to 1982, information was 
calculated based on the original 
provisions of Statement No. 33. 

The current cost column of 
the “Consolidated Statement of 
Earnings from Continuing Oper¬ 
ations Adjusted for the Effects 
of Changing Prices” table on 
page 52 combines (1) “historical” 
(as reported) net sales and 
expenses of domestic operations 
restated into 1983 current dol¬ 
lars as measured by the change 
in specific prices and (2) “histor¬ 
ical” net sales and expenses of 
foreign operations restated into 
1983 U.S. dollars as measured 
by the change in specific prices 
in the functional currency of 
each operation. For both domes¬ 
tic and foreign operations, 
the primary sources of data to 
compute current cost of products 
sold, inventories, and property, 
plant and equipment were indi¬ 
ces, direct pricing and engi¬ 
neering estimates. 

Depreciation, depletion and 
amortization expense was calcu¬ 


lated based on average current 
cost using the straight-line 
depreciation method and the 
same estimates of useful life and 
salvage value used in preparing 
the historical cost financial 
statements. 

Approximately 73 percent of 
the $237 million increase in 
“Costs and expenses” for 1983 is 
attributable to the increase in 
depreciation, depletion and am¬ 
ortization expense associated 
with the current cost increase in 
property, plant and equipment 
amounts. The remaining portion 
of the increase is primarily at¬ 
tributable to the restatement of 
non-LIFO inventory costs to a 
current cost basis. Cost of prod¬ 
ucts sold, as determined under 
the LIFO method, already ap¬ 
proximates average current costs. 

It is apparent from the infla¬ 
tion data on page 52 that the 
effects of inflation on the Com¬ 
pany’s operations are significant 
in several respects. One of the 
most important points to note 
is the increase in “Costs and 
expenses,” which arises primar¬ 
ily from the reality that, if the 
Company were to replace its 
fixed assets in 1983 dollars, a 
substantially greater capital 
investment would be required 
with higher related charges for 
depreciation, depletion and 
amortization. Additionally, the 
1983 effective tax rate increases 
from 43.3 percent under histori¬ 
cal cost to 51.6 percent under 
the current cost method. Present 
tax laws do not allow an adjust¬ 
ment for inflation; therefore, the 
income tax amount reflected in 
the current cost net earnings 
from continuing operations is 
the same as in the historical cost 
financial statements. 

The Company has long recog¬ 
nized the potential effects of 
inflation and continually strives 
to reduce these effects and the 
related tax consequences on its 
businesses. This is evidenced by 
the fact that since 1956, the 
Company has used the LIFO 
inventory method for the major 


portion of its inventories, thereby 
reducing taxes and increasing 
cash flows. In addition, the 
“Unrealized purchasing power 
gain on net monetary position” 
shown in the statement on page 
52 represents the preservation 
of purchasing power during the 
year through effective cash 
management. 
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R. J. Reynolds Industries, Inc. 

CONSOLIDATED STATEMENT OF EARNINGS 

FROM CONTINUING OPERATIONS ADJUSTED 

FOR THE EFFECTS OF CHANGING PRICES (UNAUDITED) 

For the Year Ended December 31,1983 



' 

(Dollars in Millions} 

As Reported 
in the 
Financial 
Statements 
(Historical Cost) 

Selected Data 
Adjusted for 
Changes in 
Specific Prices 
(Current Cost) 

Net sales 

Costs and expenses <n: 

$13,533 

$13,533 

Cost of products sold 

9,224 

9,411 

Selling, advertising, administrative and general expenses 

2,722 

2,772 

Earnings from continuing operations 

1,587 

1,350 

Interest and debt expense 

(170) 

(170) 

Other income (expense), net 

50 

50 

Foreign currency gain 

6 

6 

Earnings from continuing operations 
before provision for income taxes 

1,473 

1,236 

Provision for income taxes 

638 

638 

Net earnings from continuing operations 

$ 835 

$ 598 

Effective income tax rate 

43.3% 

51.6% 

Unrealized purchasing power gain on net monetary position 


$ 97 

Increase in current cost of inventories and property, plant 
and equipment held during the year (based on specific 
price changes) ( 2 ) 


$ 247 

Effect of increase in general price level 


355 

Decrease in current cost of inventories and property, plant 
and equipment held during the year net of general inflation 


$ 108 

Translation adjustments 


$ (68) 


(1) The amount of depreciation, depletion and amortization expense related to items of property, plant and equipment for 19811 was $136 million 
on a historical cost basis and ,$608 million on a current cost basis. 


(2) At December 31, 1983, current cost of inventory was $-1,398 million (historical amount $2,722 million) and current cost of property, plant 
and equipment, net of accumulated depreciation, was $5,058 million (historical amount $3,553 million). 
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R.J. Reynolds Industries, Inc. 

FIVE-YEAR COMPARISON OF SELECTED SUPPLEMENTARY 
FINANCIAL DATA ADJUSTED FOR THE 
EFFECTS OF CHANGING PRICES (UNAUDITED) 

For the Years Ended December 31 



(Dollars in Millions Except Per Share Amounts) 

1983 

1982 

1981 

1980 

1979 

HISTORICAL COST 

INFORMATION AS REPORTED: 






Net sales 

$13,533 

$11,492 

$10,069 

$ 8,940 

$ 7,715 

Net earnings from continuing operations 

835 

791 

751 

628 

530 

Net earnings from continuing 
operations per common share 

6.84 

7.08 

6.87 

5.72 

4.85 

Net assets related to continuing 
operations at year-end 

4,902 

4,487 

3,439 

2,973 

2,578 

IN AVERAGE 1983 DOLLARS: 






Net sales 

Current cost information a): 

13,533 

11,862 

11,030 

10,809 

10,589 

Net earnings from continuing operations 

598 

561 

521 

538 

509 

Net earnings from continuing 
operations per common share 

4.74 

4.91 

4.66 

4.81 

4.56 

Decrease (increase) in current cost of 
inventories and property, 
plant and equipment held during 
the year net of general inflation 

108 

(132) 

97 

115 

213 

Net assets related to continuing 
operations at year-end ( 2 ) 

7,963 

7,825 

6,828 

6,566 

6,210 

Translation adjustments 

(68) 

(40) 

— 

— 

— 

Other information: 






Unrealized purchasing power 
gain on net monetary position 

97 

84 

154 

213 

194 

Cash dividends per common share 

3.06 

2.95 

2.76 

2.66 

2.71 

Market price per common share 
at year-end 

$ 59% 

$ 52 

$ 50 

$ 52'Vh 

$ 44'/« 

Average consumer price index 

298.4 

289.1 

272.4 

246.8 

217.4 


(1) The 1979 current cost information reflects data related to mineral resource assets on a constant dollar basis as permitted by Statement of 
Financial Accounting Standards No. 39. 

(2) “Net assets related to continuing operations at year-end” is the sum of the historical financial statement amounts for common stockholders’ 
equity and all preferred stocks less net assets related to discontinued operations, adjusted for the changes in valuation on a current cost basis 
of inventories, net property, plant and equipment, and net monetary items related to continuing operations. Other asset amounts have not 
been adjusted for the effects of inflation. 
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R. J. Reynolds Industries, Inc. 

OIL AND GAS DATA 

Certain supplemental data relating to oil and gas producing activities are presented on pages 54 through 58. 
These disclosures were prepared in accordance with Statement of Financial Accounting Standards No. 69 
and regulations of the Securities and Exchange Commission. 


RESULTS OF OPERATIONS FOR 




OIL AND GAS PRODUCING ACTIVITIES 




For the Years Ended December 31 




__________. 

| 


United 



(Dollars in Millions1 

States 

Foreign 

Total 

1983 




Revenues 

$ 582 

$ 36 

$ 618 

Production costs 

(156) 

(5) 

(161) 

Exploration expenses 

(49) 

(10) 

(59) 

Depreciation, depletion and amortization 

(245) 

(6) 

(251) 


132 

15 

147 

Income tax expense 

(56) 

(8) 

(64) 

Results of operations for producing activities 




(excluding corporate overhead and interest costs) 

$ 76 

$ 7 

$ 83 

1982 




Revenues 

$ 650 

$ 47 

$ 697 

Production costs 

(194) 

(5) 

(199) 

Exploration expenses 

(75) 

(10) 

(85) 

Depreciation, depletion and amortization 

(222) 

(4) 

(226) 


159 

28 

187 

Income tax expense 

(65) 

(14) 

(79) 

Results of operations for producing activities 




(excluding corporate overhead and interest costs) 

$ 94 

$ 14 

$ 108 

1981 




Revenues 

$ 664 

$ 42 

$ 706 

Production costs 

(249) 

(6) 

(255) 

Exploration expenses 

(83) 

(5) 

(88) 

Depreciation, depletion and amortization 

(158) 

(5) 

(163) 


174 

26 

200 

Income tax expense 

(74) 

(13) 

(87) 

Results of operations for producing activities 




(excluding corporate overhead and interest costs) 

$ 100 

$ 13 

$ 113 
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R.J. Reynolds Industries, Inc. 

COSTS INCURRED IN 

OIL AND GAS PRODUCING ACTIVITIES 



The following table shows costs incurred, including capital expenditures, for the years 
ended December 31: 


1 Dollars in Millions) 

United 

States 

Foreign 

Total 

Costs incurred in 1983: 

Property acquisition costs 

$122 

$- 

$122 

Exploration costs 

52 

10 

62 

Development costs 

149 

8 

157 

Costs incurred in 1982: 

Property acquisition costs 

$ 53 

$13 

$ 66 

Exploration costs 

109 

15 

124 

Development costs 

210 

6 

216 

Costs incurred in 1981: 

Property acquisition costs 

$ 147 

$- 

$147 

Exploration costs 

124 

4 

128 

Development costs 

159 

8 

167 


CAPITALIZED COSTS RELATING TO 
OIL AND GAS PRODUCING ACTIVITIES 



The following table shows capitalized costs and related allowances at December 31: 

(Dollars in Millions) 

Total 

Capitalized costs: 

1983 

1982 

1981 

$2,042 

1,813 

1,521 

Accumulated depreciation, depletion and amortization: 

1983 

1982 

1981 

$ 905 
699 
501 
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R.J. Reynolds Industries, Inc. 

OIL AND GAS RESERVE QUANTITIES 
BY GEOGRAPHIC AREAS (UNAUDITED) 



The following table shows the estimates of net quantities of proved reserves and proved developed reserves of 
oil and gas and the changes in the net quantities of such reserves for the periods indicated. 



Crude Oil, Condensate 
and Natural Gas Liquids 
(Thousands of Barrels) 

Natural Gas 
(Millions of 

Cubic Feet) 


Total 

United States 

Foreign 

Proved developed and undeveloped reserves: 

December 31,1980 

130,902 

555,721 

67,725 

Revisions of prior estimates 

7,172 

10,949 

8,291 

Extensions and discoveries 

1,635 

37,488 

_ 

Production 

(14,347) 

(100,204) 

(6,148) 

December 31,1981 

125,362 

503,954 

69,868 

Revisions of prior estimates 

1,649 

7,010 

25,238 

Extensions and discoveries 

8,357 

27,501 

6,369 

Production 

(14,468) 

(96,086) 

(5,912) 

December 31, 1982 

120,900 

442,379 

95,563 

Revisions of prior estimates 

8,386 

20,891 

124 

Extensions and discoveries 

1,500 

14,527 

_ 

Purchases of minerals-in-place in 

2,592 

_ 

_ 

Production ( 2 ) 

(14,310) 

(80,935) 

(5,843) 

December 31, 1983 (8) (4) 

119,068 

396,862 

89,844 

Proved developed reserves: 

December 31, 1980 

62,670 

375,416 

67,725 

December 31, 1981 

61,060 

318,318 

69,868 

December 31, 1982 

62,702 

282,337 

85,117 

December 31,1983 (8) <■»> 

59,756 

258,530 

79,420 


(1) In 198,‘I, Aminoil Inc. finalized the acquisition of the interests of Coastal Oil and Gas Corporation in the KAKAP lilock located in offshore 
waters near Indonesia. This purchase added 2,592 MBBI„S of crude oil and condensate to proved reserves. 

(2) Production and ending reserves are subject to minor changes since production volumes contain estimates. 

(d) Included in the total crude oil, condensate and natural gas liquids amounts as of December HI, 1988, are reserves applicable to foreign opera¬ 
tions totaling 2,802 MBBUS of proved developed and undeveloped reserves which included 184 MBBI„S of proved developed reserves. 

(4) Estimates of domestic proved oil and gas reserves are determined on an annual basis by Aminoil’s petroleum engineers and are reviewed by 
Core Laboratories, Inc., independent consulting engineers. Foreign gas reserve estimates are determined by DeGolyer and MacNaughton, 
independent consulting engineers, and calculated on a basis consistent with that used to calculate U.S. reserves. Both domestic and foreign 
estimates are based on interpretive information subject to revisions as additional data become available. 

In addition to the foregoing estimates of proved oil and gas reserves, the right to sell estimated proved reserves of crude oil also exists as a result 
of a long-term service contract with a foreign government as of December III, 1988,1982 and 1981, respectively, of4.014.000 barrels, 5,482,000 bar¬ 
rels and (i,245,000 barrels. The net quantity of crude oil produced for the company’s account under this contract during 1988, 1982 and 1981 was 
1,907,000 barrels, 1,904,000 barrels and 1,919,000 barrels, respectively, all of which was sold to an authority of the government. 

I he quantities of reserves presented above include only those amounts which are expected to be recovered under economic conditions existing at 
year-end. I herefore, proved reserves are limited to quantities which can be recovered from known oil and gas reservoirs using year-end prices 
and costs under existing operating conditions and technology. Accordingly, any changes to these factors could significantly affect the reserve 
quantities shown above. 
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R.J. Reynolds Industries, Inc. 

STANDARDIZED MEASURE OF DISCOUNTED 
FUTURE NET CASH FLOWS (UNAUDITED) 

As of December 31 






mmsed 

The following table presents future net cash flows of oil and gas activities based on year-end prices and 
costs specifically related to the proved oil and gas reserves, a standard discount rate of 10 percent and an 
estimate of the production timing of those reserves. 

The data contained herein should not be construed to represent a forecast of future net cash flows. The 
following factors should be considered in connection with any analysis of the information disclosed 
herein: 

© Future estimated production schedules for proved reserves are utilized in the calculation of future net 
cash flows. This introduces additional subjectivity into the valuation process due to the limitations 
inherent in predicting the future. 

® Probable and possible reserves may have significant effects on future net cash flows. 

Future net cash flows were computed using year-end prices and costs, and year-end statutory tax rates 
(adjusted for permanent differences and tax credits and allowances), that relate to existing proved oil and 
gas reserves, including those in which Aminoil has long-term supply, purchase, or similar agreements as 
the producer of the reserves. 

(Dollars in Millions) 

United States 

Foreign 

Total 

1983 

Future cash inflows 

$ 3,960 

$ 464 

$ 4,424 

Future production costs 

(1,513) 

(39) 

(1,552) 

Future development costs 

(549) 

(35) 

(584) 

Future income tax expenses 

(788) 

(188) 

(976) 

Future net cash flows 

1,110 

202 

1,312 

10% annual discount for estimated 
timing of cash flows 

(471) 

(84) 

(555) 

Standardized measure of discounted 
future net cash flows 

$ 639 

$ 118 

$ 757 

1982 

Future cash inflows 

$ 4,519 

$ 472 

$ 4,991 

Future production costs 

(1,849) 

(51) 

(1,900) 

Future development costs 

(574) 

(17) 

(591) 

Future income tax expenses 

(883) 

(197) 

(1,080) 

Future net cash flows 

1,213 

207 

1,420 

10% annual discount for estimated 
timing of cash flows 

(463) 

(85) 

(548) 

Standardized measure of discounted 
future net cash flows 

$ 750 

$ 122 

$ 872 

1981 

Future cash inflows 

$ 4,607 

$ 307 

$ 4,914 

Future production costs 

(2,012) 

(41) 

(2,053) 

Future development costs 

(536) 

(17) 

(553) 

Future income tax expenses 

(870) 

(120) 

(990) 

Future net cash flows 

1,189 

129 

1,318 

10% annual discount for estimated 
timing of cash flows 

(368) 

(48) 

(416) 

Standardized measure of discounted 
future net cash flows 

$ 821 

$ 81 

$ 902 
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R. J. Reynolds Industries, Inc. 

SIGNIFICANT CHANGES IN ITEMS AFFECTING THE 
STANDARDIZED MEASURE OF DISCOUNTED FUTURE 
NET CASH ROWS (UNAUDITED) 






The following are the principal sources of change in 
cash flows presented in the previous table. 

the standardized measure of discounted future net 

(Dollars in Millions) 

1983 

1982 

1981* 

Standardized measure of discounted future net 




cash flows at beginning of year 

$ 872 

$ 902 

$ 915 

Sales and transfers of oil and gas produced, 




net of production costs 

(457) 

(498) 

(451) 

Development costs incurred during the period 

157 

216 

167 

Net changes in prices and production costs 

34 

158 

173 

Net changes in development costs 

(111) 

(139) 

— 

Net change in purchases and sales of 




minerals-in-place 

28 

— 

— 

Extensions and discoveries less related costs 

37 

121 

88 

Revisions of previous quantity estimates 

56 

104 

80 

Accretion of discount 

87 

90 

91 

Net change in income taxes 

185 

21 

20 

Other 

(131) 

(103) 

(181) 

Standardized measure of discounted future net 




cash flows at end of year 

$ 757 

$ 872 

$ 902 

*Ni't changes in development and production costs are included in “Other." 



MINERAL RESOURCE ASSETS (UNAUDITED) 



. . .. 




1 

(Thousands of Barrels of Oil Equivalent) 

1983 

1982 

1981 

At December 31 




Proved reserves of geothermal steam 

73,138 

74,876 

75,239 

For the years ended December 31 




Production 

971 

890 

993 

Average price per BOE 

$23.60 

$21.18 

$18.51 

Output from these existing wells is committed under con tract to the Pat 

ificGusand Electric Company of California and the Sacramento Munici- 

pal Utility District. 
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R. J. Reynolds Industries, Inc. 

QUARTERLY RESULTS OF OPERATIONS (UNAUDITED) 



mmmmmssm 




The following is a summary of the quarterly results of operations for the years ended December 31: 

(l)oltars in Millions Except Per Share Amounts) 

First 

Second 

Third 

Fourth 

1983 d) (2) (3) 

Net sales 

$3,052 

$3,621 

$3,239 

$3,621 

Earnings from continuing operations 

314 

418 

418 

437 

Net earnings from continuing operations 

145 

223 

241 

226 

Net earnings 

Net earnings from continuing operations 

159 

244 

251 

227 

per common share 

1.14 

1.85 

1.99 

1.86 

Net earnings per common share 

1.27 

2.03 

2.08 

1.87 

1982 (3M4)(5) 

Net sales 

$2,468 

$2,700 

$2,923 

$3,401 

Earnings from continuing operations 

328 

371 

389 

349 

Net earnings from continuing operations 

165 

280 

187 

159 

Net earnings 

Net earnings from continuing operations 

185 

302 

207 

176 

per common share 

1.50 

2.59 

1.71 

1.28 

Net earnings per common share 

1.69 

2.80 

1.90 

1.43 


Previously published quarterly financial data have been restated for discontinued operations as a result of the Company’s decision to spin off 

its transportation operations. (See Note 1 to the Financial Statements.) 

(1) Included in earnings from continuing operations in the first quarter of 1983 were expense provisions of .$.'13 million for the establishment of 
an early retirement incentive program, effective March 1,198.3, in tobacco, other businesses and corporate operations. These provisions re¬ 
duced first quarter net earnings from continuing operations per share by 16 cents. 

(2) Included in net earnings from continuing operations in the third quarter of 1983 is a $19 million gain on a debt-for-equity swap. The gain 
contributed 17 cents to net earnings from continuing operations per share. (See Note 10 to the Financial Statements.) 

(3) Net earnings from continuing operations per share for the first through the fourth quarters of 1983 were reduced 9,10.9 and 14 cents, respec¬ 
tively, due to the dilutive effects of the Heublein, Inc. acquisition. The 1982 results of operations include theoperations of Heublein, Inc. since 
August 20, 1982. (See Note 16 to the Financial Statements.) 

(4) Included in net earnings from continuing operations per share in the second quarter of 1982 is a nonrecurring gain of 87 cents. (See Note 3 to 
the Financial Statements.) 

(5) Included in earnings from continuing operations in the fourth quarter of 1982 were expense provisions of $46 million for plant closings and 
the establishment of an early retirement incentive program in the food and beverage operations. These provisions affected net earnings 
from continuing operations per share by 23 cents. 
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R.J. Reynolds Industries, Inc. 

BOARD OF 
DIRECTORS 

Joseph F. Abely, Jr. 

Vice Chairman of the Board 
R.J. Reynolds Industries, Inc. 
Executive Committee 
Finance Committee 
(Chairman) 

William S. Anderson 
Chairman of the Board 
NCR Corporation 
(manufacturer of business 
equipment) 

Compensation Committee 
Finance Committee 
Nominating Committee 

Albert L. Butler, Jr. 

President 

The Arista Company 
(data processing services) 
Compensation Committee 
Executive Committee 
Finance Committee 
Nominating Committee 

Herschel H. Cudd 
Retired Senior Vice President 
Standard Oil Company 
(Indiana) 

(major fully integrated oil 
company) 

Audit Committee 
Compensation Committee 
(Chairman) 

Executive Committee 

Ronald H. Grierson 
Vice Chairman 
General Electric Company PLC 
(manufacturer of electrical 
products — England) 

Audit Committee 
Finance Committee 

John W. Hanley 
Chairman of the 
Executive Committee 
Monsanto Company 
(multinational diversified 
chemical company) 
Compensation Committee 

Edward A. Horrigan, Jr. 
Executive Vice President 
R.J. Reynolds Industries, Inc. 


Jerome W. Hull 

Retired Chairman of the Board 
The Pacific Telephone & 

Telegraph Company 
(California communications 
services company) 

Audit Committee (Chairman) 
Finance Committee 

Vernon E. Jordan, Jr. 

Partner 

Akin, Gump, Strauss, 

Hauer & Feld 

(Washington, D.C., law firm) 

Audit Committee 
Public Policy Committee 

Juanita M. Kreps 
Former United States 
Secretary of Commerce 
Executive Committee 
Public Policy Committee 
(Chairman) 

John D. Macomber 
Chairman and Chief 
Executive Officer 
Celanese Corporation 
(diversified chemical company) 
Compensation Committee 
Finance Committee 
Nominating Committee 
(Chairman) 

John G. Medlin, Jr. 

President and Chief 
Executive Officer 
The Wachovia Corporation 
(bank holding company) 

Audit Committee 

H.C. Roemer 
Senior Vice President, 

General Counsel 
and Secretary 
R.J. Reynolds Industries, Inc. 
Executive Committee 

J. Paul Sticht 
Chairman of the Board 
R.J. Reynolds Industries, Inc. 
Compensation Committee 
Executive Committee 
(Chairman) 

Finance Committee 
Nominating Committee 

Colin Stokes 

Retired Chairman of the Board 
R.J. Reynolds Industries, Inc. 
Compensation Committee 
Executive Committee 
Public Policy Committee 


Stuart D. Watson 
Consultant and Former 
Chairman of the Board 
Heublein Inc. 

Audit Committee 
Public Policy Committee 

J. Tylee Wilson 
President and Chief 
Executive Officer 
R.J. Reynolds Industries, Inc. 
Executive Committee 
Finance Committee 
Nominating Committee 
Public Policy Committee 

Margaret S. Wilson 
Chairman and Chief 
Executive Officer 
Scarbroughs Stores 
(department store group) 
Audit Committee 
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R J. Reynolds Industries, Inc. 

SHAREHOLDER 

INFORMATION 


Corporate Headquarters 
RJR World Headquarters 
Reynolds Boulevard 
Winston-Salem, 

North Carolina 27102 
Telephone: 919-773-2000 

Shareholder Inquiries 
Communications concerning 
transfer requirements and 
lost certificates should be di¬ 
rected to either Transfer 
Agent, Communications con¬ 
cerning dividends and change 
of. address should be directed • 
to R J. Reynolds Industries, 

Inc., Shareholder Services 
Department, RO. Box 2959, 
Winston-Salem, North Carolina 
27102 (telephone: 919-773-2349). 

Transfer Agents and 
Registrars 

Manufacturers Hanover 
Trust Company 
Corporate Trust Division 
450 West 33rd Street 
‘New‘York, New York 10001 

The First Jersey National Bank 
2 Montgomery Street ■ 

Jersey. City, New Jersey 07303 

Independent Auditors 
Ernst & Whinney 
153 East 53rU Street 
New York, New York 10022 

Suite 2000 
Wachovia Building 
Winston-Salem, 

North Carolina 27111 

Common and Preferred 
Shares 

Listed on the New York Stock 
Exchange 

Trading symbol: RJR 

Dividend Reinvestment Plan 
All registered holders of R.J. 
Reynolds Industries common' 
stock are eligible to participate 
"m a convenient and economical 
, meth'od.fpr automatif.aliy.'rein-- 
vesting their dividends’ toward 


the purchase of additional 
'shares of the company’s com¬ 
mon stock, ‘ 

The Plan offers. 

• Prompt reinvestment of 
? dividends,, 

• Optional cash deposits, for 

direct purchase of additional 
shares. ‘ "" 

• All service fees and broker 
commissions company-paid- 

A booklet describing the Plan, 
together with an enrollrhent 
card, can be obtained by 'writ- 
.ing the Shareholder-Services 
'Department, P.O. Sox 2959, 
Winston-Salem, North Carolina 
27102, or calling 919-773-2356 

Notice of Annual Meeting 
The Annual Meeting of the com¬ 
pany's shareholders will be 
held at the Hotel duMont, 11th 
and Market Streets, Wilming¬ 
ton, Delaware, at 2 p.m on 
Wednesday, April 25, 1984. A 
formal notice of the Annual 
Meeting^together'with Proxy 
Statement and Proxy, will be 
mailed in March to share¬ 
holders of record at the close 
of business February 27, l”984. 

Availability of Form 10-K 
On or after March 30, 1984, a 
copy of the company’s. Annual 
, Report to the Securities and 
Exchange Commission on 
Form 10-K for the year ended 
December 31, 1983, will be pro¬ 
vided to shareholders upon 
written request to' Manager, 
Shareholder Services Depart¬ 
ment, R J. Reynolds Industries, 
Inc., P O Box 2959, Winston- 
Salem, North Carolina 27102 

Supplemental Information 
R.J. Reynolds Industries peri¬ 
odically publishes material sup¬ 
plementing the information 

• found in annual and quarterly 
reports. Shareholders arid 

^ other interested investors may, 
write to request detailed pub- ■ ' 
plications on the .company’s;] v ines; 
' of business, reprints of firiari- 


cial community presentations, • 
corporate responsibility book- ■ 
lets, and speeches delivered by 
senior management. Requests 
should be directed to Financial 
Public Relations, R.J Reyn¬ 
olds Industries, Inc.,, Reynolds 
Boulevard, Winston-Salem, 

North Carolina 27102 ■■ 
(telephone. 919-773-4604), . , , 
Security analysts and other 
investment professionals should 
direct their inquiries tp. John 
W, Dowdle, Vice President and 
Treasurer, R.J Reynolds Indus-■ 
tries, Inc., Reynolds Boulevard, 
Winston-Salem, North Carolina 
27102 (telephone ’ 919-773-2625) 
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